


ini 





MISCELLANEOUS CREDIT 








HEARING 


SUBCOMMITTEE ON CONSERVATION AND CREDIT 
COMMITTEE ON AGRICULTURE 
HOUSE OF REPRESENTATIVES 

EIGHTY-FOURTH CONGRESS 
SECOND SESSION 


ON 


H. R. 8232 and others 


MARCH 19, APRIL 17, 26, and MAY 1, 1956 





Printed for the use of the Committee on Agriculture 


Serial UU 


te 


UNIVERSIT 
OF MICHIGAN 


JUL 19 1956 


MAIN 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
76064 WASHINGTON : 1956 











COMMITTEE ON AGRICULTURE 
HAROLD D. COOLEY, North Carolina, Chairman 
W. R. POAGE, Texas, Vice Chairman 


GEORGE M. Grant, Alabama 

BE. C. GATHINGS, Arkansas 

JOHN L. MCMILLAN, South Carolina 
THOMAS G. ABERNETHY, Mississippi 
CARL ALBERT, Oklahoma 
WATKINS M. ABBITT, Virginia 
JAMES G. POLK, Ohio 

CLARK W. THOMPSON, Texas 
PAUL C. JONES, Missouri 

JOHN C. WATTS, Kentucky 
HARLAN HAGEN, California 
LESTER R. JOHNSON, Wisconsin 
VICTOR L. ANFUSO, New York 
ROSS BASS, Tennessee 

COYA KNUTSON, Minnesota 

W. PAT JENNINGS, Virginia 

D. R. (BILLY) MATTHEWS, Florida 


CLIFFORD R. HOPE, Kansas 
AUGUST H. ANDRESEN, Minnesota 
WILLIAM 8. HILL, Colorado 
CHARLES B. HOEVEN, Iowa 

SID SIMPSON, Illinois 

PAUL B. DAGUE, Pennsylvania 
RALPH HARVEY, Indiana 
HAROLD O. LOVRE, South Dakota 
PAGE BELCHER, Oklahoma 
CLIFFORD G. McINTIRE, Maine 
WILLIAM R. WILLIAMS, New York 
KARL C. KING, Pennsylvania 
ROBERT D. HARRISON, Nebraska 
MELVIN R. LAIRD, Wisconsin 
HENRY ALDOUS DIXON, Utah 


DELEGATES 
KE. L. BARTLETT, Alaska 
Mrs. JOSEPH R. FARRINGTON, Hawaii 


RESIDENT COMMISSIONER 
A. FERNOS-ISERN, Puerto Rico 


Mrs. Masel C. Downey, Clerk 
Geo. L. Rew, Jr., Assistant Clerk 
JOHN J. HBIMBURGER, Counsel 
Francis M. LeMay, Consultant 


' SUBCOMMITTEE ON CONSERVATION AND CREDIT 
W. R. POAGE, Texas, Chairman 


GEORGE M, GRANT, Alabama 
ROSS BASS, Tennessee 


Ir 


WILLIAM §. HILL, Colorado 
CLIFFORD G. McINTIRE, Maine 





DEPOSITED BY THE 
UNITED STAT ES OF AMERICA 


CONTENTS 





H. R. 8282. A bill to authorize the Secretary of Agriculture to assist land- 
owners and operators to conserve and store water Ba osu 

H. R. 8237. A bill to provide for the mutualization of the Federal inter- 
mediate credit banks, and for other purposes fi 

H. R. 8653. A bill to amend the Bankhead-Jones Farm Tenant Act to adjust 
the loan limitations of title II so as to provide more effective assistance 
to production and subsistence loan borrowers SAE SS as 

H. R. 8654. A bill to amend the Bankhead-Jones Farm Tenant Act and to 
authorize the Secretary of Agriculture to make or insure loans to farmers 
and stockmen for the purpose of refinancing existing debts, and for 
other purposes_ - - - i i iin ara Petite Sgt. 

H. R. 8655. A bill to amend the Bankhead-Jones Farm Tenant Act to 
adjust the loan limitations of title Il so as to provide more effective 
assistance to production and subsistence loan borrowers_- ae 

H. R. 8656. A bill to amend the Bankhead-Jones Farm Tenant Act and 
to authorize the Secretary of Agriculture to make or insure loans to 
farmers and stockmen for the purpose of refinancing existing debts, and 
for other purposes- - att 

H. R. 8684. A bill to amend the Bankhead-Jones Farm Tenant Act and 
to authorize the Secretary of Agriculture to make or insure loans to 
farmers and stockmen for the purpose of refinancing existing debts, and 
for other purposes sae 

H. R. 8685. A bill to amend the Bankhead-Jones Farm Tenant Act to 
adjust the loan limitations of title IT so as to provide more effective 
assistance to production and subsistence loan borrowers Zi 

H. R. 8686. A bill to amend the Bankhead-Jones Farm Tenant Act and 
to authorize the Secretary of Agriculture to make or insure loans to 
farmers and stockmen for the purpose of refinancing existing debts, 
and for other purposes ius Duk ba anees's 

H. R. 8688. A bill to amend the Bankhead-Jones Farm Tenant Act to 
adjust the loan limitations of title II so as to provide more effective 
assistance to production and subsistence loan borrowers : 

H. R. 8695. A bill to amend the Bankhead-Jones Farm Tenant Act to 
adjust the loan limitations of title Il so as to provide more effective 
assistance to production and subsistence loan borrowers : 

H. R. 8696. A bill to amend the Bankhead-Jones Farm Tenant Aet and 
to authorize the Secretary of Agriculture to make or insure loans to 
farmers and stockmen for the purpose of refinancing existing debts, 
and for other purposes ie). 

H. R. 8720. A bill to amend the Bankhead-Jones Farm Tenant Act to 
adjust the loan limitations of title II so as to provide more effective 
assistance to production and subsistence loan borrowers 3 

H. R. 8721. A bill to amend the Bankhead-Jones Farm Tenant Act and 
to authorize the Secretary of Agriculture to make or insure loans to 
farmers and stockmen for the purpose of refinancing existing debts, 
and for other purposes _ _ - f 

H. R. 8734. A bill to amend the Bankhead-Jones Farm Tenant Act and 
to authorize the Secretary of Agriculture to make or insure loans to 
farmers and stockmen for the purpose of refinancing existing debts, 
and for other purposes 2tD2 

H. R: 8735. A bill to amend the Bankhead-Jones Tenant Act to adjust 
the loan limitations of title II so as to provide more effective assistance 
to production and subsistence loan borrowers 


Tit 


Page 


10 


11 


6 


12 


14 


15 





CONTENTS 





H. R. 8736. A bill to amend the Bankhead-Jones Tenant Act to adjust 
the loan limitations of title II so as to provide more effective assistance 
to production and subsistence loan borrowers_-____--------------- 
H. R. 8737. A bill to amend the Bankhead-Jones Farm Tenant Act and 
to authorize the Secretary of Agriculture to make or insure loans to 
farmers and stockmen for the purpose of refinancing existing debts, 
and for other purposes... .\. 5.054 222. os eas 
H. R. 8746. A bill to amend the Bankhead-Jones Farm Tenant Act to 
adjust the loan limitations of title II so as to provide more effective 
assistance to production and subsistence loan borrowers - * 
H. R. 8747. A bill to amend the Bankhead-Jones Farm Tenant Act and to 
authorize the Secretary of Agriculture to make or insure loans to farmers 
and stockmen for the purpose of refinancing existing debts, and for 
CChOr DUTIONNE 6. niente nn panna nmdine@snieatie bik. wb ts Sy 
H. R. 8752. A bill to amend the Bankhead-Jones Farm Tenant Act to 
adjust the loan limitations of title II so as to provide more effective 
assistance to production and subsistence loan borrowers-----__-.------- 
H. R. 8753. A bill to amend the Bankhead-Jones Farm Tenant Act and to 
authorize the Secretary of Agriculture to make or insure loans to farmers 
and stockmen for the purpose of refinancing existing debts, and for 
CARO NU a os son men ii et alia ede hl Ulta hick ES 
H. R. 8834. A bill to amend the Bankhead-Jones Farm Tenant Act to 
adjust the loan limitations of title II so as to provide more effective 
assistance to production and subsistence loan borrowers- —-~---_--~_---- 
H. R. 8835.°A bill to amend the Bankhead-Jones Farm Tenant Act and to 
authorize the Secretary of Agriculture to make or insure loans to farmers 
and stockmen for the purpose of refinancing existing debts, and for 
other purposes - - - -- -- 
H. R. 9097. A bill to amend the Bankhead-Jones Farm Tenant Act to 
adjust the loan limitations of title IL so as to provide more effective 
assistance to Production and Subsistence loan borrowers_-_-_--------~-_-- 
H. R. 9098. A bill to amend the Bankhead-Jones Farm Tenant Act and to 
authorize the Secretary of Agriculture to make or insure loans to farmers 
and stockmen for the purpose of refinancing existing debts, and for 
other purposes... ..--.- sas wense0 auc) cactieiie tis us ero) Ah ask 
H. R. 9788. A bill to amend title II of the Bankhead-Jones Farm Tenant 
Act so as to increase existing limitations on terms and amounts of pro- 
duction and subsistence loans under such title___- ~~~ _-_- sae 
H. R. 9843. A bill to improve and simplify the credit facilities available 
to farmers, to amend the Bankhead-Jones Farm Tenant Act, and for 
Other DENNGI0G 6 Kis aback) ods cone ces ae a, od 
H. R. 10287. A bill to amend the act of August 31, 1954, as amended, so 
as to extend the availability of emergency credit to farmers and stock- 
MOE ik 550sbs «sth wnlatahiititn) ach ibe gibi AMEE. sol oil 
H. R. 10289. A bill to amend the Act of August 31, 1954, as amended, so 
as bes extend the availability of emergency credit. to farmers and stock- 
Men jo ncued 
H. R. "10303. A bill to amend the Act of August 31, 1954, as amended, so 
as to extend the availability of emergency credit to farmers and stock- 
men: __ Lake l - as. t 
Statement of— 
Andersen, Hon. Carl, a Representative in Congress from the State of 
Minnesota- --_- -- - -- sil i ul dots aot Ug ne 
Andresen, Hon. epee H., a megaenenneine in Congress from the 
State of Minnesota_ 

Aspinall, Hon. Wayne N., a Re :presentativ e in Congress from the State 
of Colorado_ . 

Avery, Hon. William H., a Representative i in C ongress from the State 
of Kansas___.. 

Baker, John, Coordinator of Legislative Services, National Farmers 


Page 


19 


21 


23 


73 


73 


74 


41 
41 
71 
133 


Union__ __- ; _ 115, 147 


Brown, Hon. C larence J., a Re prese ntative in C ongress from the State 
of Ohio___ 

Church, Hon. Marguerite Stitt, a Representative in Congress from the 
State of Illinois__- 


24 


58 








CONTENTS Vv 
Statement of—Continued Page 
Dixon, Hon. Henry Aldous, a Representative in Congress from the 
State of Utah_ Bs aie a 67, 69 
Hoeven, Hon. Charles B., a Panne in Congress from the State 
of Iowa___- 55 
Horan, Hon. Walter, a Represe ntative in C ongress from the State of 
Washington__ eS 72 
Magnuson, Hon. Don, a Representative i in C ‘ongress from the State 
of Washington_ ee 60 
Metcalf, Hon. Lee, ; a Represe ntative in C ‘ongress ‘from the State of 
Montana- 111 
Miller, Hon. A. L., a Re »presentative in Congress from the State of 
Nebraska a ard nla cS Rawk tate Gece tab anireaa a a i cae SO oa 71, 114 
Schwengel, Hon. Fred, a Representative i in Congr ess from the State of 
i, Se Sets, Sik Hag tac cad i oe saa ts eh ach aes ae 57 


Scott, Kenneth L., Director, Agricultural Credit Services; accom- 
panied by R. B. MecLeaish, Administrator, and Henry C. Smith, 
Deputy Administrator, Farmers’ Home Administration, Depart- 
ment of Agriculture_____- a ar am a Ne SE 74 

Additional data submitted to the subcommittee by— 

Baker, John: 


President’s memorandum No. 18—National Farmers Union Com- 


Mien Gh Temily-farm oredNe. ... 2. .<- 6 o-oo nn Sonne nnne 148 
Dixon, Hon. Henry Aldous: 

Utah Farm Bureau Federation, telegram___________________- 70 

Utah Wool Growers, Inc., letter of March 16, MN enced 69 


Magnuson, Hon. Don: 
Chritton, Charles R., letter of March 9, 1956, to Robert McLeaish, 
Administrator, Farmers’ Home Administration. __........_-- 63 
Summary of recommendations taken from South Columbia Irri- 
gation District and FHA Committee of Columbia Basin Farm- 
A I I ag re ate ier aad ela ee ‘g 65 
McIntire, Hon. Clifford: 
Memorandum on H. R. 9843_- 









MISCELLANEOUS CREDIT 


MONDAY, MARCH 19, 1956 


House or REPRESENTATIVES, 
’ é CoMMITTEE ON AGRICULTURE, 
SprectaL Action SUBCOMMITTEE ON CONSERVATION AND CREDIT, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10:10 a. m., in room 
1310, New House Office Building, Hon. W. R. Poage presiding. 

Present: Representatives Poage, Hill, and McIntire. 

Also present: Representatives Thompson, Johnson, Jennings, An- 
dresen, Woavesi and Dixon. 

Mr. Poacr. The committee will please come to order. 

The committee meets this morning to hear a number of bills starting 
with H. R. 8232, by Mr. Brown of Ohio. 

(The bills are as follows:) 


[H. R. 8232, 84th Cong., 2d sess.] 


A BILL To authorize the Secretary of Agriculture to assist landowners and operators to 
conserve and store water 


Whereas the Congress hereby finds that recurrent droughts and increased 
uses of water have resulted in water shorages on the farms and in the rural 
communities as well as to industry and major population centers of the Nation; 
and 

Whereas the failure to store and conserve waters where practicable on farms 
and in rural areas close to the sources of water supply from precipitation has 
resulted in crop, livestock, and fire losses, increased flood hazards, deficient 
stream flow, and declining groundwater levels; and 

Whereas it is hereby declared to be the policy of the Congress that the Fed- 
eral Government shall assist landowners and operators to conserve and store 
water in small impoundments on their farms, thereby protecting, improving, and 
more efficiently using the Nation’s water and land resources and promoting the 
general welfare of the people: Now therefore 

Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Secretary of Agriculture is 
hereby authorized to make payments in amounts not to exceed three-fourths of 
the construction costs of water impoundment and regulating structures; and 
not to exceed $20 per acre per annum with respect to rental, use, and manage- 
ment of land providing the drainage area for such impoundments, to land- 
owners and operators upon such terms and conditions and under such regula- 
tions as he may prescribe for— 

(1) construction of water impounding and regulating structures on pri- 
vately owned lands, and 

(2) rental of land within the drainage areas of such structures provided it 
is treated and managed to prevent soil erosion and produce improved quality 
and better regulated supply of water: Provided, That as a condition to making 
any payment the Secretary shall determine that an impoundment has been con- 
structed in accordance with applicable State laws concerning the impoundment 
and use of water. 

Sec. 2. The Secretary of Agriculture is hereby authorized to provide technical 
assistance to landowners and operators in planning, designing, and constructing 
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water impounding and regulating structures, in the treatment and protection 
of the drainage areas thereof, and to carry out such investigations as may be 
required to determine the needs for and effects of such impoundments. 

Sec. 3. There are hereby authorized to be appropriated such sums as may be 
necessary to carry out the purposes of this Act. 


[H. R. 8237, 84th Cong., 2d sess. ] 


A BILL To provide for the mutualization of the Federal intermediate credit banks, and 
for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That on and after the effective date of this 
Act each borrower from a Federal intermediate credit bank shall be required 
to own, at the time the loan or advance is made, an amount of stock of the 
bank equal in fair book value (not to exceed par), as determined by the bank, 
to $100 for each $2,000 or fraction thereof of the amount of the loan or advance. 
Upon the discharge of the loan or advance, stock held by the borrower may be, 
and upon the concurrent or subsequent request of the borrower shall be, retired 
and canceled, and the borrower shall be paid therefor an amount equal to the 
amount paid for such stock. In any case in which a borrower applying for a 
loan or advance is not authorized, under the law of the State in which it is 
organized, to subscribe for stock in the Federal intermediate credit bank, the 
bank shall, in lieu of stock subscription, require the borrower to pay into a 
guaranty fund, or the bank may retain out of the amount of the loan or advance 
and credit to the guaranty fund, an amount equal to the amount which the 
borrower would have been required to own in stock if the borrower had been 
authorized to own such stock. In any such case, upon the discharge of the 
loan or advance, the borrower shall be entitled to receive from the guaranty 
fund an amount equal to the amount paid into such fund by him or credit to his 
account in such fund. If the debt of any borrower to a Federal intermediate 
credit bank is in default, the bank may, in accordance with rules and regu- 
lations prescribed by the Governor of the Farm Credit Administration, retire 
and cancel all or a part of the stock of the defaulting borrower at the fair book 
value thereof (not to exceed par), in total or partial liquidation of the debt, 
as the case may be. 

Sec. 2. The Governor of the Farm Credit Administration shall determine 
the amount by which the capital stock of each Federal intermediate credit bank 
shall be increased to carry out the purposes of this Act, and he shall also deter- 
mine the denominations of all such stock. 

Sec. 3. Each Federal intermediate credit bank is authorized and directed to 
provide for the retirement and cancellation as soon as practicable of all of its 
outstanding capital stock held by the Government either through the use of the 
proceeds of the stock issued to borrowers as provided in this Act, or the sur- 
render to the Treasury in exchange for such outstanding stock of interest-bear- 
ing obligations of the United States held by the bank, or in such other manner 
as the Governor of the Farm Credit Administration may approve. 

Sec. 4. The Governor of the Farm Credit Administration is authorized to 
make such rules and regulations as may be necessary to carry out the provisions 
of this Act. 

Sec. 5. This Act shall take effect on the sixtieth day after the date of its 
enactment, 


LH. R. 9843, 84th Cong., 2d sess.] 


A BILL To improve and ——— the credit facilities available to farmers, to amend the 
Bankhead-Jones Farm Tenant Act, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Conyress assembled, That the Bankhead-Jones Farm Tenant Act, 
as amended, is further amended as follows: 

(a) The following sections of title I of the Bankhead-Jones Farm Tenant Act, 
as amended, are further amended as follows: 

Section 1 (a) is amended by striking from the second sentence thereof the 
words “to assist borrowers under this title in making the” and inserting in lieu 
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thereof the words “or insured for” and by striking the word “their” preceding 
the words “farming operations.” 

(b) Section 1 (b) is amended by inserting after the word “only” in the first 
sentence the words “farm owners”, by striking the words “(including owners of 
inadequate or underimproved farm units)”, and by inserting in lieu of the words 
“the major portion” the words “a substantial portion”. 

(c) Section 1 (c) is amended to read as follows: “No loan shall be made, 
or mortgage insured, unless the farm is a family-type unit of such size as the 
Secretary determines to be sufficient to enable the family to carry on successful 
farming of a type which the Secretary deems can be carried on successfully in 
the locality in which the farm is situated: Provided, however, That— 

“(1) loans may be made to veterans or mortgages insured for veterans, 
as defined in section 1 (b) (2) hereof, who have pensionable disabilities, 
with respect to farm units of sufficient size to meet the farming capabilities 
of such veterans and afford them income which, together with their pensions, 
will enable them to meet living and operating expenses and the amounts to 
become due on their loans ; and 

(2) loans may be made or mortgages insured to owner-operators who 
live on units which are less than family-type units, to repair or improve such 
farm units and to refinance indebtedness against such farm units if such 
farms are of sufficient size to produce income which, together with income 
from other sources, will enable them to meet living and operating expenses 
and the amounts to become due on their loans.” 

(d) Section 2 (b) is amended by striking from the first sentence thereof the 
word “the” preceding the word “rates” and inserting in lieu thereof the word 
“reasonable”, and by striking the words “(but not exceeding the rate of 5 per 
centum per annum)”. The second sentence of said subsection is amended by 
striking the period at the end thereof and inserting a comma and the following: 
“except that, for loans under either part of the proviso in section 1 (c) of this 
title, the certification shall be based on the normal market value of the farm.” 

(e) Section 3 (a) is amended to read as follows: 

“Sec. 3. (a) Loans made under this title shall not be in excess of the amount 
certified by the county committee to be the value of the farm less any prior lien 
indebtedness, and shall be secured by a first or second mortgage or deed of trust 
on the farm.” 

(f) Section 12 (b) is amended by striking the figures “$100,000,000” and 
inserting in lieu thereof the figures “$125,000,000". 

(g) Section 12 (c) is amended by striking item (5) thereof and inserting in 
lieu thereof a new item (5) reading as follows: 

(5) Loans insured under this section shall not be in excess of the amount 
certified by the county committee to be the fair and reasonable value of the farm.” 

(h) Section 12 (e) is amended by striking from the last sentence of item (2 
the words “to carry out the provisions of this title, relating to mortgage in- 
surance” and by inserting in lieu thereof the words “of the Farmers Home 
Administration and may be transferred annually to that administrative expense 
account and become merged therewith.” 

(i) Section 16 (a) is amended by inserting in the first sentence thereof before 
the word “mortgages” the words “or second” and by adding the following sen- 
tence at the end of said subsection “Loans insured under this section shall not be 
in excess of the amount certified by the county committee to be the value of the 
farm, less any prior lien indebtedness.” 

(j) The following new section 17 is added: 

“Sec. 17. Until June 30, 1959, the purposes for which loans may be made or 
insured under this title shall include the advance of funds for refinancing secured 
or unsecured indebtedness of eligible farmers who are presently unable to meet 
the terms and conditions of their outstanding indebtedness and are unable to 
refinance such debts with commercial banks, cooperative lending agencies, or 
other responsible credit sources at rates and terms which they could reasonably 
be expected to fulfill. The total amount of loans insured in any one fiscal year 
under this section shall not exceed $50,000,000.” 

Seo. 2. Title II of the Bankhead-Jones Farm Tenant Act, as amended, is 
further amended by striking the words “Production and Subsistence Loans” in the 
title and inserting in lieu thereof the words “Operating Loans”, and by the 
amendment of section 21 to read as follows: 

“Sec. 21. (a) The Secretary may make loans to farmers and stockmen who 
are operators of family-type farms and who are citizens of the United States 
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for the purchase of livestock, seed, feed, fertilizer, farm equipment, supplies, 
and other farm needs, the cost of reorganizing the farming enterprise or chang- 
ing farming practices to accomplish more diversified or more profitable farming 
operations, the refinancing of existing indebtedness, and for family subsistence : 
Provided, however, That loans may be made to operators of less than family- 
type units if the farm unit is of sufficient size to produce income which, together 
with the income from other sources, including pensions in the case of disabled 
veterans, will enable them to meet living and operating expenses and the amounts 
due on their loans. 

“(b) No loan shall be made under this section for the purchase or leasing of 
land or for the carrying on of any land-purchase or land-leasing program. No 
loan may be made to any one borrower under this section which would cause the 
total principal amount outstanding to exceed $10,000: Provided, however, That 
an amount not to exceed 10 per centum of the sum made available by annual 
appropriation for loans under this title may be used for making loans to bor- 
rowers which would cause such indebtedness to exceed $10,000 but in no event 
may any loan be made which would cause such indebtedness to exceed $20,000. 

“(c) The terms of loans under this section, including any renewal or extension 
of any such loan except as provided in subsection (d) hereof, shall not exceed 
seven years from the date the original loan was made. 

“(d) No person who has failed to liquidate his indebtedness under this sec- 
tion for seven consecutive years shall be eligible for loans hereunder: Provided, 
however, That in justifiable cases where the Secretary finds that the inability 
of a borrower to repay his indebtedness under this section within seven years is 
due to causes beyond the control of the borrower, the Secretary may extend or 
renew such loans to be repayable in not to exceed 10 years from the date the 
original loan was made, and during such extended term may make additional 
loans to such persons, if necessary.” 

Sec. 303. Except insofar as they affect title III of the Bankhead-Jones Farm 
Tenant Act, as amended, the following sections of title LV of the Bankhead-Jones 
Farm Tenant Act, as amended, are further amended as follows: 

(a) Section 41 (g) is amended to read as follows: 

“(g) Compromise, adjust, or reduce claims and adjust and modify the terms 
of mortgages, leases, contracts and agreements entered into or administered by 
the Farmers Home Administration under any of its programs,.as circumstances 
may require: Provided, however, That— 

“(1) compromise, adjustment, or reduction of claims shall be based on 
a reasonable determination by the Secretary of the debtor’s ability to pay 
and the value of the security and with or without the payment of any con- 
sideration at the time of such adjustment or reduction; 

“(2) releases from personal liability may also be made with or without 
the payment of any consideration at the time of adjustment of claims 
against— 

“(A) borrowers who have transferred the security property to other 
approved applicants under agreements assuming the outstanding secured 
indebtedness ; and 

“(B) borrowers who have transferred their farms to other approved 
applicants under agreements assuming that portion of their outstand- 
ing indebtedness against the farm which is equal to the value of the 
farm at the time of the transfer, and borrowers whose farms have been 
acquired by the Secretary, in cases where the county committees certify 
and the Secretary determines that the borrowers have cooperated in 
good faith with the Secretary, have farmed in a workmanlike manner, 
used due diligence to maintain the security against loss, and otherwise 
fulfilled the covenants incident to their loans, to the best of their abilities ; 

“(3) no compromise, adjustment, or reduction of claims shall be made 
upon terms more favorable than recommended by the appropriate county 
committee established pursuant to section 42 of this Act; and 

“(4) any claim which has been due and payable for five years or more, 
and where the debtor has no assets from which the claim could be collected 
and has no apparent future debt payment ability, or is deceased and has 
left no estate, or has been absent from his last known address for a period 
of at least five years, has no known assets, and his whereabouts cannot be 
ascertained without undue expense, may be charged off or released by the 
Secretary upon a report and favorable recommendation of the employee of 
the Administration having charge of the claim: Provided, however, That 





a 


cn nae EN 








MISCELLANEOUS CREDIT 5 


claims involving a principal balance of $150 or less may be charged off or 
released whenever it appears to the Secretary that further collection efforts 
would be ineffectual or likely to prove uneconomical.” 

(b) The first sentence of section 42 (a) is amended by inserting after the word 
“county” in each of three places the words “or area’”’. 

(c) Section 43 (d) is amended by striking the words “as family-size farms”. 

(d) Section 44 (a) (3) is amended by striking the word “the” as it appears 
before the word “rates” and inserting in lieu thereof the word “reasonable” and 
by striking the words “(but not exceeding the rate of 5 percentum per annum)”, 
and section 44 (c) is amended by inserting before the word “rates” the word 
“reasonable” and by striking the words “(but not exceeding the rate of 5 per- 
centum per annum)”. 

(e) Section 51 is amended to read as follows: 

“Sec. 51. The Secretary is authorized and empowered to make advances to 
preserve and protect the security for, or the lien or priority of the lien securing, 
any loan or other indebtedness owing to, insured by or acquired by the Secretary 
under any programs administered by the Farmers Home Administration ; to bid 
for and purchase at any foreclosure or other sale or otherwise acquire property 
pledged, mortgaged, conveyed, attached, or levied upon to secure the payment 
of any such indebtedness ; to accept title to any property so purchased or acquired ; 
to operate for a period not in excess of one year from the date of acquisition, 
or lease such property for such period as may be deemed necessary to protect 
the investment therein; to sell or grant rights-of-way or easements over such 
property ; and to sell or otherwise dispose of such property in a manner consistent 
with the provisions of section 43 of this Act. Any advances or expenditures under 
this section with respect to any insured loan or insured mortgage shall be paid 
out of the mortgage insurance fund.” 





[H. R. 8653, 84th Cong., 2d sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act to adjust the loan limitations of 
title II so as to provide more effective assistance to Production and Subsistence loan 
borrowers 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsections (c) and (d) of section 21 of 
the Bankhead-Jones Farm Tenant Act, as amended, are further amended to read 
as follows: 

“(c) The term of any loan under this section, including any renewal or exten- 
sion thereof, shall not exceed ten years from the date the original loan was made. 

“(d) No person who has failed to liquidate his indebtedness under this section 
for ten consecutive years shall be eligible for loans hereunder until he has paid 
such indebtedness in full, except that the indebtedness on loans made prior 
to November 1, 1946, which are being serviced and collected by the Farmers 
Home Administration, shall not be subject to the limitations of this section until 
November 1, 1953.” 





[H. R. 8655, 84th Cong., 2d sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act to adjust the loan limitations of 
title II so as to provide more effective assistance to production and subsistence loan 
borrowers 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsections (c) and (d) of section 21 
of the Bankhead-Jones Farm Tenant Act, as amended, are further amended to 
read as follows: 

“(c) The term of any loan under this section, including any renewal or exten- 
sion thereof, shall not exceed ten years from the date the original loan was made. 

“(d) No person who has failed to liquidate his indebtedness under this section 
for ten consecutive years shall be eligible for loans hereunder until he has paid 
such indebtedness in full, except that the indebtedness on loans made prior to 
November 1, 1946, which are being serviced and collected by the Farmers Home 
Administration, shall not be subject to the limitations of this section until 
November 1, 1953.” 
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[H. R. 8685, 84th Cong., 2d sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act to adjust the loan limitations of 
title II so as to provide more effective assistance to production and subsistence loan 
borrowers 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsections (c) and (d) of section 21 
of the Bankhead-Jones Farm Tenant Act, as amended, are further amended to 
read as follows: 

“(ce) The term of any loan under this section, including any renewal or exten- 
sion thereof, shall not exceed ten years from the date the original loan was made. 

“(d) No person who has failed to liquidate his indebtedness under this section 
for ten consecutive years shall be eligible for loans hereunder until he has paid 
such indebtedness in full, except that the indebtedness on loans made prior to 
November 1, 1946, which are being serviced and collected by the Farmers’ Home 
Administration, shall not be subject to the limitations of this section until 
November 1, 1953.” 


[H. R. 8688, 84th Cong., 2d sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act to adjust the loan limitations of 
title II so as to provide more effective assistance to production and subsistence loan 
borrowers 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsections (c) and (d) of section 21 
of the Bankhead-Jones Farm Tenant Act, as amended, are further amended to 
read as follows: 

“(c) The term of any loan under this section, including any renewal or exten- 
sion thereof, shall not exceed ten years from the date the original loan was made. 

““(d) No person who has failed to liquidate his indebtedness under this section 
for ten consecutive years shall be eligible for loans hereunder until he has paid 
such indebtedness in full, except that the indebtedness on loans made prior to 
November 1, 1946, which are being serviced and collected by the Farmers Home 
Administration, shall not be subject to the limitations of this section until 
November 1, 1953.” 


[H. R. 8695, 84th Cong., 2d sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act to adjust the loan limitations of 
as II so as to provide more effective assistance to production and subsistence loan 
orrowers 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsections (c) and (d) of section 21 of 
the Bankhead-Jones Farm Tenant Act, as amended, are further amended to 
read as follows: 

““(c) The term of any loan under this section, including any renewal or exten- 
sion thereof, shall not exceed ten years from the date the original loan was made. 

““(d) No person who has failed to liquidate his indebtedness under this section 
for ten consecutive years shall be eligible for loans hereunder until he has paid 
such indebtedness in full, except that the indebtedness on loans made prior to 
November 1, 1946, which are being serviced and collected by the Farmers Home 
Administration, shall not be subject to the limitations of this section until 
November 1, 1953.” 


{H. R. 8720, 84th Cong., 2d sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act to adjust the loan limitations of 
cae II so as to provide more effective assistance to production and subsistence loan 
rrowers 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsections (c) and (d) of section 21 of 
the Bankhead-Jones Farm Tenant Act, as amended, are further amended to read 
as follows: 

“(e) The term of any loan under this section, including any renewal or exten- 
sion thereof, shall not exceed ten years from the date the original loan was made. 
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“(d) No person who has failed to liquidate his indebtedness under this section 
for ten consecutive years shall be eligible for loans hereunder until he has paid 
such indebtedness in full, except that the indebtedness on loans made prior to 
November 1, 1946, which are be ing serviced and collected by the Farmers Home 
Administration, shall not be subject to the limitations of this section until 
November 1, 1953.” 


[H. R. 8735, 84th Cong., 2d sess.] 


A BILL To amend the Bankhead-Jones Tenant Act to adjust the loan limitations of 
— II so as to provide more effective assistance to production and subsistence loan 
orrowers 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsections (c) and (d) of section 21 
of the Bankhead-Jones Farm Tenant Act, as amended, are further amended to 
read as follows: 

“(c) The term of any loan under this section, including any renewal or exten- 
sion thereof, shall not exceed ten years from the date the original loan was made. 

““(d) No person who has failed to liquidate his indebtedness under this section 
for ten consecutive years shall be eligible for loans hereunder until he has paid 
such indebtedness in full, except that the indebtedness on loans made prior to 
November 1, 1946, which are being serviced and collected by the Farmers’ Home 
Administration, shall not be subject to the limitations of this section until Novem- 
ber 1, 1953.” 


[H. R. 8736, 84th Cong., 2d sess. ] 


A BILL To amend the Bankhead-Jones Tenant Act to adjust the loan limitations of 
title II so as to provide more effective assistance to production and subsistence loan 
borrowers 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsections (c) and (d) of section 21 
of the Bankhead-Jones Farm Tenant Act, as amended, are further amended to 
read as follows: 

“(c) The term of any loan under this section, including any renewal or exten- 
sion thereof, shall not exceed ten years from the date the original loan was made. 

“*(d) No person who has failed to liquidate his indebtedness under this section 
for ten consecutive years shall be eligible for loans hereunder until he has paid 
such indebtedness in full, except that the indebtedness on loans made prior to 
November 1, 1946, which are being serviced and collected by the Farmers’ Home 
Administration, shall not be subject to the limitations of this section until Novem- 
ber 1, 1953.” 


{H. R. 8746, 84th Cong., 2d sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act to adjust the loan limitations of 
A II so as to provide more effective assistance to production and subsistence loan 
rrowers 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsections (c) and (d) of section 21 
of the Bankhead-Jones Farm Tenant Act, as amended, are further amended to 
read as follows: 

“(c) The term of any loan under this section, including any renewal or exten- 
sion thereof, shall not exceed ten years from the date the original loan was made. 

““(d) No person who has failed to liquidate his indebtedness under this section 
for ten consecutive years shall be eligible for loans hereunder until he has paid 
such indebtedness in full, except that the indebtedness on loans made prior to 
November 1, 1946, which are being serviced and collected by the Farmers’ Home 
Administration, shall not be subject to the limitations of this section until Novem- 
ber 1, 1953.” 
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[H. R. 8752, 84th Cong., 2d sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act to adjust the loan limitations of 
jan il so as to provide more effective assistance to production and subsistence loan 
orrowers 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsections (c) and (d) of section 21 
of the Bankhead-Jones Farm Tenant Act, as amended, are further amended to 
read as follows: 

“(e) The term of any loan under this section, including any renewal or ex- 
tention thereof, shall not exceed ten years from the date the original loan was 
made. 

““(d) No person who has failed to liquidate his indebtedness under this section 
for ten consecutive years shall be eligible for loans hereunder until he has 
paid such indebtedness in full, except that the indebtedness on loans made prior 
to November 1, 1946, which are being serviced and collected by the Farmers’ 
Home Administration, shall not be subject to the limitations of this section until 
November 1, 1953.” 





[H. R. 8834, 84th Cong., 2d sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act to adjust the loan limitations of 
title II so as to provide more effective assistance to production and subsistence loan 
borrowers 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsections (c) and (d) of section 21 
of the Bankhead-Jones Farm Tenant Act, as amended, are further amended to 
read as follows: 

““(c) The term of any loan under this section, including any renewal or exten- 
sion thereof, shall not exceed eleven years from the date the original loan was 
made. 

“(d) No person who has failed to liquidate his indebtedness under this section 
for eleven consecutive years shall be eligible for loans hereunder until he has 
paid such indebtedness in full, except that the indebtedness on loans made prior 
to November 1, 1946, which are being serviced and collected by the Farmers Home 
Administration, shall not be subject to the limitations of this section until 
November 1, 1953.” 





[H. R. 9097, 84th Cong., 2d sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act to adjust the loan limitations of 
aoe II so as to provide more effective assistance to Production and Subsistence loan 
orrowers 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsections (c) and (d) of section 21 
of the Bankhead-Jones Farm Tenant Act, as amended, are further amended to 
read as follows: 

“(c) The term of any loan under this section, including any renewal or exten- 
sion thereof, shall not exceed ten years from the date the original loan was 
made. 

“(d) No person who has failed to liquidate his indebtedness under this section 
for ten consecutive years shall be eligible for loans hereunder until he has paid 
such indebtedness in full, except that the indebtedness on loans made prior to 
November 1, 1946, which are being serviced and collected by the Farmers Home 
Administration, shall not be subject to the limitations of this section until 
November 1, 1953.” 





[H. R. 9788, 84th Cong., 2d sess.] 


A BILL To amend title II of the Bankhead-Jones Farm Tenant Act so as to increase exist- 
ing limitations on terms and amounts of production and subsistence loans under such 
title 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (b) of section 21 of title II 
of the Bankhead-Jones Farm Tenant Act, as amended, is amended (1) by 
striking out “$7,000” and inserting in lieu thereof “$12,000”, and (2) by striking 
out “$10,000” and inserting in lieu thereof “$25,000.” 

Sec. 2. Subsections (c) and (d) of such section are amended by striking out 
“seven” and inserting in lieu thereof “twelve.” 
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(H. R. 8654, 84th Cong., 2d sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act and to authorize the Secretary 
of Agriculture to make or insure loans to farmers and stockmen for the purpose of 
refinancing existing debts, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Bankhead-Jones Farm Tenant Act, 
as amended, is further amended by adding the following new title V: 


“TITLE V—DIRECT AND INSURED REFINANCING LOANS 


“Sec. 60. (a) The Secretary is authorized to make or insure loans to eligible 
farmers and stockmen for the purposes of refinancing, consolidating, renewing, or 
extending all or part of the existing debts of the applicant, whether unsecured or 
secured by real or personal property, and for farm operating and subsistence 
expenses connected therewith. 

“(b) Such loans shall be made, or insured if made by a private credit source, 
to establish farmers and stockmen who operate farms not larger than family-type 
farms in the area and who are unable to repay their existing indebtedness in 
accordance with present repayment schedules, are unable to secure refinancing 
of such indebtedness through private or cooperative sources on terms and condi- 
tions which they could reasonable be expected to meet and with respect to 
whom the county committee certifies and the Secretary finds there is a reasonable 
expectation that, with the assistance provided hereunder and the other resources 
available to him, the applicant will be able to repay the loan and continue his 
farming operations. 

“(c) (1) With respect to such loans the representation certification and finding 
required by section 44 (a) (3) shall be that credit sufficient in amount and on 
reasonable terms which the applicant can meet is not available to him in or near 
the columunity in which he resides from commercial banks, cooperative lending 
agencies, or from any other responsible source. 

“(2) The Secretary shall require such loans to be repaid as provided in section 
44 (c) whenever it appears that the borrower is able to obtain a loan from a 
production credit association, Federal land bank, or other responsible cooperative 
or private credit source at rates and terms which he can reasonably be expected 
to meet. 

“Sec. 61. (a) In providing for the making or insuring of loans under the title, 
the Secretary— 

“(1) is authorized to insure and make commitments to insure such loans 
on such terms and conditions as he may prescribe ; 

(2) is authorized to include in such insurance contracts agreements for 
servicing such loans and for purchasing such loans, whether or not in default, 
on such terms and conditions as he may prescribe ; and 

“(3) is authorized to prescribe the terms and conditions, including the 
interest rate or rates, for such loans: Provided, however, That (i) the total 
principal indebtedness of any applicant at any one time shall not exceed the 
fair and reasonable value, based on earning capacity or normal market value, 
of the applicant’s farm and the fair and reasonable market value of his 
chattels which have security value, less the outstanding balance of any liens 
not refinanced hereunder; and that (ii) such loans secured only by chattel 
liens shall be repayable within the normal useful life of the chattels or at 
the normal marketing time therefor, and loans secured by real-estate mort- 
gages shall be repayable in not to exceed forty years. 

“(b) The Secretary shall utilize the insurance fund created by section 11 of 
the Bankhead-Jones Farm Tenant Act, as amended, and the provisions of sec- 
tion 13 (b) and (c) of said Act in connection with loans insured under this title. 
The notes and security therefor acquired by the Secretary pursuant to insurance 
or repurchase agreements under this section shall become a part of the fund. 
Such notes may be held in the fund and collected according to their terms, or may 
be sold and, if necessary, reinsured. All proceeds from such collections, including 
the liquidation of security, and sales of notes shall become a part of the fund. 

“(e) The Secretary shall require the borrower to pay such insurance charges as 
he deems proper, taking into account the amount of the loan and any prior liens: 
Provided, however, That the charge shall be payable in advance at intervals of 
one year or less and shall be at a rate equal to at least 1 per centum per annum 
of the principal outstanding on the loan on the due date of the charge. One-half 
of all insurance charges shall become a part of the fund and one-half shall be 
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deposited in the Treasury of the United States and shall be available for admin- 
istrative expenses in connection with the insurance of loans. 

“(d) The Secretary may utilize the fund for the payment of taxes, special 
assessments, water rates, insurance, prior liens, foreclosure expenses, and any 
other expenses incident to the actions authorized under section 51 of this Act. 
Such expenditures, where necessary, may be made to protect insured loans while 
the loans are still held by insured lenders as well as after they have been assigned 
to the Secretary. 

“(e) Any loan insured under this section shall be an obligation guaranteed by 
the United States as to principal and interest and the insurance agreement shall 
be incontestable, except for fraud or misrepresentation of which the holder has 
actual knowledge. 

“(f) The aggregate amount of principal obligations on loans insured under this 
section shall not exceed $50,000,000 in any one fiscal year. 

“Sec. 62. There is authorized to be appropriated to the Secretary such sums 
as the Congress may from time to time determine to be necessary to carry out 
the provisions of this title.” 


[H. R. 8656, 84th Cong., 2d sess.] 


A BILL To amend the Bankhead[Jones Farm Tenant Act and to authorize the Secretary 
of Agriculture to make or insure loans to farmers and stockmen for the purpose of 
refinancing existing debts, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Bankhead-Jones Farm Tenant Act, 
as amended, is further amended by adding the following new title V: 


“TITLE V—DIRECT AND INSURED REFINANCING LOANS 


Sec. 60. (a) The Secretary is authorized to make or insure loans to eligible 
farmers and stockmen for the purposes of refinancing, consolidating, renewing, 
or extending all or part of the existing debts of the applicant, whether unsecured 
or secured by real or personal property, and for farm operating and subsistence 
expenses in connection therewith. 

“(b) Such loans shall be made, or insured if made by a private credit source, 
to established farmers and stockmen who operate farms not larger than family 
type farms in the area and who are unable to repay their existing indebtedness 
in accordance with present repayment schedules, are unable to secure refinancing 
of such indebtedness through private or cooperative sources on terms and condi- 
tions which they could reasonably be expected to meet and with respect to whoni 
the county committee certifies and the Secretary finds there is a reasonable 
expectation that, with the assistance provided hereunder and the other resources 
available to him, the applicant will be able to repay the loan and continue his 
farming operations. 

“(¢c) (1) With respect to such loans the representation certification and finding 
required by section 44 (a) (3) shall be that credit sufficient in amount and on 
reasonable terms which the applicant can meet is not available to him in or near 
the community in which he resides from commercial banks, cooperative lending 
agencies, or from any other responsible source. 

“(2) The Secretary shall require such loans to be repaid as provided in section 
44 (c) whenever it appears that the borrower is able to obtain a loan from a 
production credit association, Federal land bank, or other responsible cooperative 
or private credit source at rates and terms which he can reasonably be expected 
to meet. 

“Sec. 61. (a) In providing for the making or insuring of loans under the title, 
the Secretary— 

“(1) is authorized to insure and make commitments to insure such loans 
on such terms and conditions as he may prescribe ; 

““(2) is authorized to include in such insurance contracts agreements for 
servicing such loans and for purchasing such loans, whether or not in default, 
on such terms and conditions as he may prescribe ; and 

“(3) is authorized to prescribe the terms and conditions, including the 
interest rate or rates, for such loans: Provided, however, That (i) the total 
principal indebtedness of any applicant at any one time shall not exceed the 
fair and reasonable value, based on earning capacity or normal market 
value, of the applicant’s farm and the fair and reasonable market value of 
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his chattels which have security value, less the outstanding balance of any 
liens not refinanced hereunder; and that (ii) such loans secured only by 
chattel liens shall be repayable within the normal useful life of the chattels 
or at the normal marketing time therefor, and loans secured by real estate 
mortgages shall be repayable in not to exceed 40 years. 

“(b) The Secretary shall utilize the insurance fund created by section 11 of 
the Bankhead-Jones Farm Tenant Act, as amended, and the provisions of section 
13 (b) and (c) of said Act in connection with loans insured under this title. 
The notes and security therefor acquired by the Secretary pursuant to insurance 
or repurchase agreements under this section shall become a part of the fund. 
Such notes may be held in the fund and collected according to their terms, or may 
be sold and, if necessary, reinsured. All proceeds from such collections, including 
the liquidation of security, and sales of notes shall become a part of the fund. 

“(c) The Secretary shall require the borrower to pay such insurance charges 
as he deems proper, taking into account the amount of the loan and any prior 
liens: Provided, however, That the charge shall be payable in advance at inter- 
vals of one year or less and shall be at a rate equal to at least 1 per centum per 
annum of the principal outstanding on the loan on the due date of the charge. 
One-half of all insurance charges shall become a part of the fund and one-half 
shall be deposited in the Treasury of the United States and shall be available 
for administrative expenses in connection with the insurance of loans, 

“(d) The Secretary may utilize the fund for the payment of taxes, special 
assessments, water rates, insurance, prior liens, foreclosure expenses, and any 
other expenses incident to the actions authorized under section 51 of this Act. 
Such expenditures, where necessary, may be made to protect insured loans while 
the loans are still held by insured lenders as well as after they have been assigned 
to the Secretary. 

“(e) Any loan insured under this section shall be an obligation guaranteed by 
the United States as to principal and interest and the insurance agreement shall 
be incontestable, except for fraud or misrepresentation of which the holder has 
actual knowledge. 

“(f) The aggregate amount of principal obligations on loans insured under 
this section shall not exceed $ in any one fiscal year. 

“Src. 62. There is authorized to be appropriated to the Secretary such sums 


as the Congress may from time to time determine to be necessary to carry out 
the provisions of this title.” 


[H. R. 8684, 84th Cong., 2d sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act and to authorize the Secretary 
of Agriculture to make or insure loans to farmers and stockmen for the purpose of 
refinancing existing debts, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Bankhead-Jones Farm Tenant Act, 
as amended, is further amended by adding the following new title V: 


“TITLE V—DIRECT AND INSURED REFINANCING LOANS 


“Sec. 60. (a) The Secretary is authorized to make or insure loans to eligible 
farmers and stockmen for the purposes of refinancing, consolidating, renewing, 
or extending all or part of the existing debts of the applicant, whether unsecured 
or secured by real or personal property, and for farm operating and subsistence 
expenses in connection therewith. 

“(b) Such loans shall be made, or insured if made by a private credit source, 
to established farmers and stockmen who operate farms not larger than family- 
type farms in the area and who are unable to repay their existing indebtedness 
in accordance with present repayment schedules, are unable to secure refinancing 
of such indebtedness through private or cooperative sources on terms and con- 
ditions which they could reasonably be expected to meet and with respect to 
whom the county committee certifies and the Secretary finds there is a reason- 
able expectation that, with the assistance provided hereunder and the other 
resources available to him, the applicant will be able to repay the loan and con- 
tinue his farming operations. 

“(e) (1) With respect to such loans the representation certification and find- 
ing required by section 44 (a) (3) shall be that credit sufficient in amount and 
on reasonable terms which the applicant can meet is not available to him in or 
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near the community in which he resides from commercial banks, cooperative 
lending agencies, or from any other responsible source. 

“(2) The Secretary shall require such loans to be repaid as provided in sec- 
tion 44 (c) whenever it appears that the borrower is able to obtain a loan from 
a production credit association, Federal land bank, or other responsible coopera- 
tive or private credit source at rates and terms which he can reasonably be 
expected to meet. 

“Sec. 61. (a) In providing for the making or insuring of loans under the title, 
the Secretary— 

“(1) is authorized to insure and make commitments to insure such loans 
on such terms and conditions as he may prescribe ; 

“(2) is authorized to include in such insurance contracts agreements for 
servicing such loans and for purchasing such loans, whether or not in de- 
fault, on such terms and conditions as he may prescribe ; 

“(3) is authorized to prescribe the terms and conditions, including the 
interest rate or rates, for such loans: Provided, however, That (i) the total 
principal indebtedness of any applicant at any one time shall not exceed the 
fair and reasonable value, based on earning capacity or normal market value, 
of the applicant’s farm and the fair and reasonable market value of his 
clrattels which have security value, less the outstanding balance of any 
liens not refinanced hereunder; and that (ii) such loans secured only by 
chattel liens shall be repayable within the normal useful life of the chattels 
or at the normal marketing time therefor, and loans secured by real estate 
mortgages shall be repayable in not to exceed forty years. 

“(b) The Secretary shall utilize the insurance fund created by section 11 of 
the Bankhead-Jones Farm Tenant Act, as amended, and the provisions of sec- 
tion 13 (b) and (c) of said Act in connection with loans insured under this title. 
The notes and security therefor acquired by the Secretary pursuant to insurance 
or repurchase agreements under this section shall become a part of the fund. 
Such notes may be held in the fund and collected according to their terms, or 
may be sold and, if necessary, reinsured. All proceeds from such collections, 
including the liquidation of security, and sales of notes shall become a part of 
the fund. 

“(c) The Secretary shall require the borrower to pay such insurance charges 
as he deems proper, taking into account the amount of the loan and any prior 
liens: Provided, however, That the charge shall be payable in advance at inter- 
vals of one year or less and shall be at a rate equal to at least 1 per centum per 
annum of the principal outstanding on the loan on the due date of the charge. 
One-half of all insurance charges shall become a part of the fund and one-half 
shall be deposited in the Treasury of the United States and shall be available 
for administrative expenses in connection with the insurance of loans. 

“(d) The Secretary may utilize the fund for the payment of taxes, special 
assessments, water rates, insurance, prior liens, foreclosure expenses, and any 
other expenses incident to the actions authorized under section 51 of this Act. 
Such expenditures, where necessary, may be made to protect insured loans while 
the loans are still held by insured lenders as well as after they have been assigned 
to the Secretary. , ’ 

“(e) Any loan insured under this section shall be an obligation guaranteed by 
the United States as to principal and interest and the insurance agreement shall 
be incontestable, except for fraud or misrepresentation of which the holder has 
actual knowledge. 

“(f) The aggregate amount of principal obligations on loans insured under 
this section shall not exceed $50,000,000 in any one fiscal year. 

“Sec. 62. There is authorized to be appropriated to the Secretary such sums 
as the Congress may from time to time determine to be necessary to carry out 
the provisions of this title.” 
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[H. R. 8686, 84th Cong., 2d sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act and to authorize the Secretary 
of Agriculture to make or insure loans to farmers and stockmen for the purpose of 
refinancing existing debts, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Bankhead-Jones Farm Tenant Act, 
as amended, is further amended by adding the following new title V: 
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“TITLE V—DIRECT AND INSURED REFINANCING LOANS 


“Sec. 60. (a) The Secretary is authorized to make or insure loans to eligible 
farmers and stockmen for the purposes of refinancing, consolidating, renewing, 
or extending all or part of the existing debts of the applicant, whether unsecured 
or secured by real or personal property, and for farm operating and subsistence 
expenses in connection therewith. 

“(b) Such loans shall be made, or insured if made by a private credit source, 
to established farmers and stockmen who operate farms not larger than family- 
type farms in the area and who are unable to repay their existing indebtedness 
in accordance with present repayment schedules, are unable to secure refinancing 
of such indebtedness through private or cooperative sources on terms and condi- 
tions which they could reasonably be expected to meet and with respeet to whom 
the county committee certifies and the Secretary finds there is a reasonable 
expectation that, with the assistance provided hereunder and the other resources 
available to him, the applicant will be able to repay the loan and continue his 
farming operations. 

“(e) (1) With respect to such loans the representation certification and 
finding required by section 44 (a) (3) shall be that credit sufficient in amount 
and on reasonable terms which the applicant can meet is not available to him 
in or near the community in which he resides from commercial banks, coopera- 
tive lending agencies, or from any other responsible source. 

“(2) The Secretary shall require such loans to be repaid as provided in section 
44 (c) whenever it appears that the borrower is able to obtain a loan from a pro- 
duction credit association, Federal land bank, or other responsible cooperative 
or private credit source at rates and terms which he can reasonably be expected 
to meet. 

“Sec. 61. (a) In providing for the making or insuring of loans under the title, 
the Secretary— 

“(1) is authorized to insure and make commitments to insure such loans on 
such terms and conditions as he may prescribe ; 

““(2) is authorized to include in such insurance contracts agreements for 
servicing such loans and for purchasing such loans, whether or not in de- 
fault, on such terms and conditions as he may prescribe; 

“(3) is authorized to prescribe the terms and conditions, including the 
interest rate or rates, for such loans: Provided, however, That (i) the total 
principal indebtedness of any applicant at any one time shall not exceed the 
fair and reasonable value, based on earning capacity or normal market value, 
of the applicant’s farm and the fair and reasonable market value of his 
chattels which have security value, less the outstanding balance of any 
liens not refinanced hereunder; and that (ii) such loans secured only by 
chattel liens shall be repayable within the normal useful life of the chattels 
or at the normal marketing time therefor, and loans secured by real estate 
mortgages shall be repayable in not to exceed forty years. 

“(b) The Secretary shall utilize the insurance fund created by section 11 of the 
Bankhead-Jones Farm Tenant Act, as amended, and the provisions of section 13 
(b) and (c) of said Act in connection with loans insured under this title. The 
notes and security therefor acquired by the Secretary pursuant to insurance or re- 
purchase agreements under this section shall become a part of the fund. Such 
notes may be held in the fund and collected according to their terms, or may be 
sold and, if necessary, reinsured. All proceeds from such collections, including 
the liquidation of security, and sales of notes shall become a part of the fund. 

“(c) The Secretary shall require the borrower to pay such insurance charges 
as he deems proper, taking into account the amount of the loan and any prior 
liens: Provided, however, That the charge shall be payable in advance at. inter- 
vals of one year or less and shall be at a rate equal to at least 1 per centum per 
annum of the principal outstanding on the loan on the due date of the charge. 
One-half of all insurance charges shall become a part of the fund and one-half 
shall be deposited in the Treasury of the United States and shall be available for 
administrative expenses in connection with the insurance of loans. 

“(d) The Secretary may utilize the fund for the payment of taxes, special as- 
sessments, water rates, insurance, prior liens, foreclosure expenses, and any other 
expenses incident to the actions authorized under section 51 of this Act. Such 
expenditures, where necessary, may be made to protect insured loans while the 
loans are still held by insured lenders as well as after they have been assigned 
to the Secretary. 
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“(e) Any loan insured under this section shall be an obligation guaranteed by 
the United States as to principal and interest and the insurance agreement shall 
be incontestable, except for fraud or misrepresentation of which the holder has 
actual knowledge. 

“(f) The aggregate amount of principal obligations on loans insured under 
this section shall not exceed $50,000,000 in any one fiscal year. 

“Sec. 62. There is authorized to be appropriated to the Secretary such sums 
as the Congress may from time to time determine to be necessary to carry out 
the provisions of this title.” 





[H. R. 8696, 84th Cong., 2d sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act and to authorize the Secretary 
of Agriculture to make or insure loans to farmers and stockmen for the purpose of 
refinancing existing debts, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Bankhead-Jones Farm Tenant Act, 
as amended, is further amended by adding the following new title V: 


“TITLE V—DIRECT AND INSURED REFINANCING LOANS 


“Sec. 60a. (a) The Secretary is authorized to make or insure loans to eligible 
farmers and stockmen for the purposes of refinancing, consolidating, renewing, 
or extending all or part of the existing debts of the applicant, whether unsecured 
or secured by real or personal property, and for farm operating and subsistence 
expenses in connection therewith. 

“(b) Such loans shall be made, or insured if made by a private credit source, 
to established farmers and stockmen who operate farms not larger than family- 
type farms in the area and who are unable to repay their existing indebtedness 
in accordance with present repayment schedules, are unable to secure refinancing 
of such indebtedness through private or cooperative sources on terms and condi- 
tions which they could reasonably be expected to meet and with respect to whom 
the county committee certifies and the Secretary finds there is a reasonable 
expectation that, with the assistance provided hereunder and the other resources 
available to him, the applicant will be able to repay the loan and continue his 
farming operations. 

“(e) (1) With respect to such loans the representation certification and finding 
required by section 44 (a) (3) shall be that credit sufficient in amount and on 
reasonable terms which the applicant can meet is not available to him in or near 
the community in which he resides from commercial banks, cooperative lending 
agencies, or from any other responsible source. 

“(2) The Secretary shall require such loans to be repaid as provided in sec- 
tion 44 (c) whenever it appears that the borrower is able to obtain a loan frem 
a production credit association, Federal land bank, or other responsible coop- 
erative or private credit source at rates and terms which he can reasonably 
be expected to meet. 

“Sec. 61. (a) In providing for the making or insuring of loans under the 
title, the Secretary— 

“(1) is authorized to insure and make commitments to insure such loans 
on such terms and conditions as he may prescribe ; 

“(2) is authorized to include in such insurance contracts agreements 
for servicing such loans and for purchasing such loans, whether or not in 
default, on such terms and conditions as he may prescribe. 

“(3) is authorized to prescribe the terms and conditions, including the 
interest rate or rates, for such loans: Provided, however, That (i) the total 
principal indebtedness of any applicant at any one time shall not exceed 
the fair and reasonable value, based on earning capacity or normal market 
value, of the applicant’s farm and the fair and reasonable market value of 
his chattels which have security value, less the outstanding balance of any 
liens not refinanced hereunder; and that (ii) such loans secured only by 
chattel liens shall be repayable within the normal useful life of the chattels 
or at the normal marketing time therefor, and loans secured by real estate 
mortgages shall be repayable in not to exceed forty years. 

“(b) The Secretary shall utilize the insurance fund created by section 11 
of the Bankhead-Jones Farm Tenant Act, as amended, and the provisions of 
section 13 (b) and (c) of said Act in connection with loans insured under this 
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title. The notes and security therefor acquired by the Secretary pursuant to 
insurance or repurchase agreements under this section shall become a part of 
the fund. Such notes may be held in the fund and collected according to their 
terms, or may be sold and, if necessary, reinsured. All proceeds from such 
collections, including the liquidation of security, and sales of notes shall become 
a part of the fund. 

“(e) The Secretary shall require the borrower to pay such insurance charges 
as he deems proper, taking into account the amount of the loan and any prior 
liens : Provided, however, That the charge shall be payable in advance at intervals 
of one year or less and shall be at a rate equal to at least 1 per centum per 
annum of the principal outstanding on the loan on the due date of the charge. 
One-half of all insurance charges shall become a part of the fund and one-half 
shall be deposited in the Treasury of the United States and shall be available 
for administrative expenses in connection with the insurance of loans. 

“(d) The Secretary may utilize the fund for the payment of taxes, special 
assessments, water rates, insurance, prior liens, foreclosure expenses, and any 
other expenses incident to the actions authorized under section 51 of this Act. 
Such expenditures, where necessary, may be made to protect insured loans 
while the loans are still held by insured lenders as well as after they have been 
signed to the Secretary. 

“(e) Any loan insured under this section shall be an obligation guaranteed 
by the United States as to principal and interest and the insurance agreement 
shall be incontestable, except for fraud or misrepresentation of which the holder 
has actual knowledge. 

“(f) The aggregate amount of principal obligations on loans insured under 
this section shall not exceed $50,000,000 in any one fiscal year. 

“Sec. 62. There is authorized to be appropriated to the Secretary such sums 
as the Congress may from time to time determine to be necessary to carry out 
the provisions of this title.” 


LH. R. 8721, 84th Cong., 2d sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act and to authorize the Secretary 
of Agriculture to make or insure loans to farmers and stockmen for the purpose of 
refinancing existing debts, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Bankhead-Jones Farm Tenant Act, 
as amended, is further amended by adding the following new title V: 


“TITLE V—DIRECT AND INSURED REFINANCING LOANS 


“Seo. 60. (a) The Secretary is authorized to make or insure loans to eligible 
farmers and stockmen for the purposes of refinancing, consolidating, renewing, 
or extending all or part of the existing debts of the applicant, whether unsecured 
or secured by real or personal property, and for farm operating and subsistence 
expenses in connection therewith. 

““(b) Such loans shall be made, or insured if made by a private credit source, 
to establish farmers and stockmen who operate farms not larger than family 
type farms in the area and who are unable to repay their existing indebtedness 
in accordance with present repayment schedules, are unable to secure refinancing 
ot such indebtedness through private or cooperative sources on terms and con- 
ditions which they could reasonably be expected to meet and with respect to 
whom the county committee certifies and the Secretary finds there is a reason- 
able expectation that, with the assistance provided hereunder and the other 
resources available to him, the applicant will be able to repay the loan and con- 
tinue his farming operations. 

“(c) (1) With respect to such loans the representation certification and find- 
ing required by section 44 (a) (3) shall be that credit sufficient in amount and 
on reasonable terms which the applicant can meet is not available to him in or 
near the community in which he resides from commercial banks, cooperative 
lending agencies, or from any other responsible source. 

“(2) The Secretary shall require such loans to be repaid as provided in section 
44 (c) whenever it appears that the borrower is able to obtain a loan from a pro- 
duction credit association, Federal land bank, or other responsible cooperative 
or private credit source at rates and terms which he can reasonably be expected 
to meet. 
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“Sec. 61. (a) In providing for the making or insuring of loans under the 
title, the Secretary— 

“(1) is authorized to insure and make committments to insure such loans 
on such terms and condition as he may prescribe; 

“(2) is authorized to include in such insurance contracts agreements for 
servicing such loans and for purchasing such loans, whether or not in de 
fault, on such terms and conditions as he may prescribe; and 

“(3) is authorized to prescribe the terms and conditions, including the 
interest rate or rates, for such loans: Provided, however, That (i) the total 
principal indebtedness of any applicant at any one time shall not exceed the 
fair and reasonable value, based on earning capacity or normal market value, 
of the applicant’s farm and the fair and reasonable market value of bis 
chattels which have security value, less the outstanding balance of any liens 
not refinanced hereunder; and that (ii) such loans secured only by chattel 
liens shall be repayable within the normal useful life of the chattels or at 
the normal marketing time therefor, and loans secured by real estate mort- 
gages shall be repayable in not to exceed forty-years. 

“(b) The Secretary shall utilize the insurance fund created by section 11 of 
the Bankhead-Jones Farm Tenant Act, as amended, and the provisions of sec- 
tion 18 (b) and (c) of said Act in connection with loans insured under this 
title. The notes and security therefore acquired by the Secretary pursuant to 
insurance or repurchase agreements under this section shall become a part of 
the fund. Such notes may be held in the fund and collected according to their 
terms, or may be sold and, if necessary, reinsured. All proceeds from such col- 
lections, including the liquidation of security, and sales of notes shall become a 
part of the fund. 

“(e) The Secretary shall require the borrower to pay such insurance charges 
as he deems proper, taking into account the amount of the loan and any prior 
liens: Provided, however, That the charge shall be payable in advance at inter- 
vals of one year or less and shall be at a rate equal to at least 1 per centum per 
annum of the principal outstanding on the loan on the due date of the charge 
One-half of all insurance charges shall become a part of the fund and one-half 
shall be deposited in the Treasury of the United States and shall be available 
for administrative expenses in connection with the insurance of loans. 

“(d) The Secretary may utilize the fund for the payment of taxes, special 
assessments, water rates, insurance, prior liens, foreclosure expenses, and any 
other expenses incident to the actions authorized under section 51 of this Act. 
Such expenditures, where necessary, may be made to protect insured loans while 
the loans are still held by insured lenders as well as after they have been assigned 
to the Secretary. 

“(e) Any loan insured under this section shall be an obligation guaranteed by 
the United States as to principal and interest and the insurance agreement shall 
be incontestable, except for fraud or misrepresentation of which the holder has 
actual knowledge. 

“(f) The aggregate amount of principal obligations on loans insured under 
this section shall not exceed $50,000,000 in any one fiscal year. 

“Sec. 62. There is authorized to be appropriated to the Secretary such sums 
as the Congress may from time to time determine to be necessary to carry Out 
the provisions of this title.” 





[H. R. 8734, 84th Cong., 2d sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act and to authorize the Secretary 
of Agriculture to make or insure loans to farmers and stockmen for the purpose of 
refinancing existing debts, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Bankhead-Jones Farm Tenant Act, 
as amended, is further amended by adding the following new title V: 


“TITLE V—DIRECT AND INSURED REFINANCING LOANS 


“Sec. 60. (a) The Secretary is authorized to make or insure loans to eligible 
farmers and stockmen for the purposes of refinancing, consolidating, renewing, 
or extending all or part of the existing debts of the applicant, whether unsecured 
or secured by real or personal property, and for farm operating and subsistence 
expenses in connection therewith. 
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“(b) Such loans shall be made, or insured if made by a private credit source, 
to established farmers and stockmen who operate farms not larger than family 
type farms in the area and who are unable to repay their existing indebtedness 
in accordance with present repayment schedules, are unable to secure refinancing 
of such indebtedness through private or cooperative sources on terms and condi- 
tions which they could reasonably be expected to meet and with respect to whom 
the county committee certifies and the Secretary finds there is a reasonable 
expectation that, with the assistance provided hereunder and the other resources 
available to him, the applicant will be able to repay the loan and continue his 
farming operations. 

“(e) (1) With respect to such loans the representation certification and find- 
ing required by section 44 (a) (3) shall be that credit sufficient in amount and 
on reasonable terms which the applicant can meet is not available to him in or 
near the community in which he resides from commercial banks, cooperative 
lending agencies, or from any other responsible source. 

(2) The Secretary shall require such loans to be repaid as provided in 
section 44 (c) wherever it appears that the borrower is able to obtain a loan 
from a production credit association, Federal land bank, or other responsible 
cooperative or private credit source at rates and terms which he can reasonably 
be expected to meet. 

“Sec. 61. (a) In providing for the making or insuring of loans under the title, 
the Secretary— 

“(1) is authorized to insure and make commitments to insure such loans 
on such terms and conditions as he may prescribe ; 

“(2) is authorized to include in such insurance contracts agreements for 
servicing such loans and for purchasing such loans, whether or not in 
default, on such terms and conditions as he may prescribe ; and 

“(3) is authorized to prescribe the terms and conditions, including the 
interest rate or rates, for such loans: Provided, however, That (i) the total 
principal indebtedness of any applicant at any one time shall not exceed the 
fair and reasonable value, based on earning capacity or normal market 
value, of the applicant’s farm and the fair and reasonable market value of 
his chattels which have security value, less the outstanding balance of any 
liens not refinanced hereunder; and that (ii) such loans secured only by 
chattel liens shall be repayable within the normal useful life of the chattels 
or at the normal marketing time therefor, and loans secured by real estate 
mortgages shall be repayable in not to exceed forty years. 

“(b) The Secretary shall utilize the insurance fund created by section 11 of 
the Bankhead-Jones Farm Tenant Act, as amended, and the provisions of section 
13 (b) and (c) of said Act in connection with loans insured under this title. The 
notes and security therefor acquired by the Secretary pursuant to insurance or 
repurchase agreements under this section shall become a part of the fund. Such 
notes may be held in the fund and collected according to their terms, or may be 
sold and, if necessary, reinsured. All proceeds from such collections, including 
the liquidation of security, and sales of notes shall become a part of the fund. 

“(c) The Secretary shall require the borrower to pay such insurance charges 
as he deems proper, taking into account the amount of the loan and any prior 
liens: Provided, however, That the charge shall be payable in advance at in- 
tervals of one year or less and shall be at a rate equal to a least 1 per centum per 
annum of the principal outstanding on the loan on the due date of the charge. 
One-half of all insurance charges shall become a part of the fund and one-half 
shall be deposited in the Treasury of the United States and shall be available for 
administrative expenses in connection with the insurance of loans. 

“(d) The Secretary may utilize the fund for the payment of taxes, special 
assessments, water rates, insurance, prior liens, foreclosure expenses, and any 
other expenses incident to the actions authorized under section 51 of this Act. 
Such expenditures, where necessary, may be made to protect insured loans while 
the loans are still held by insured lenders as well as after they have been assigned 
to the Secretary. 

“(e) Any loan insured under this section shall be an obligation guaranteed by 
the United States as to principal and interest and the insurance agreement shall 
be incontestable, except for fraud or misrepresentation of which the holder has 
actual knowledge. 

“(f) The aggregate amount of principal obligations on loans insured under 
this section shall not exceed $50,000,000 in any one fiscal year. 

“Sec. 62. There is authorized to be appropriated to the Secretary such sums as 
the Congress may from time to time determine to be necessary to carry out the 
provisions of this title.” 
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[H. R. 8737, 84th Cong., 2d sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act and to authorize the Secretary 
of Agriculture to make or insure loans to farmers and stockmen for the purpose of 
refinancing existing debts, and for other purposes 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That the Bankhead-Jones Farm Tenant Act, as 

amended, is further amended by adding the following new title V: 


“TITLE V—DIRECT AND INSURED REFINANCING LOANS 


“Sec. 60. (a) The Secretary is authorized to make or insure loans to eligible 
farmers and stockmen for the purposes of refinancing, consolidating, renewing, 
or extending all or part of the existing debts of the applicant, whether unsecured 
or secured by real or personal property, and for farm operating and subsistence 
expenses in connection therewith. 

“(b) Such loans shall be made, or insured if made by a private credit source, 
to established farmers and stockmen who operate farms not larger than family 
type farms in the area and who are unable to repay their existing indebtedness in 
accordance with present repayment schedules, are unable to secure refinancing 
of such indebtedness through private or cooperative sources on terms and condi- 
tions which they could reasonably be expected to meet and with respect to whom 
the county committee certifies and the Secretary finds there is a reasonable 
expectation that, with the assistance provided hereunder and the other resources 
available to him, the applicant will be able to repay the loan and continue his 
farming operations. 

“(e) (1) With respect to such loans the representation certification and finding 
required by section 44 (a) (3) shall be that credit sufficient in amount and on 
reasonable terms which the applicant can meet is not available to him in or near 
the community in which he resides from commercial banks, cooperative lending 
agencies, or from any other responsible source. 

(2) The Secretary shall require such loans to be repaid as provided in section 
44 (c) whenever it appears that the borrower is able to obtain a loan from a 
production credit association, Federal land bank, or other responsible cooperative 
or private credit source at rates and terms which he can reasonably be expected 
to meet. 

“Src. 61. (a) In providing for the making or insuring of loans under the title, 
the Secretary— 

**(1) is authorized to insure and make commitments to insure such loans 
on such terms and conditions as he may prescribe ; 

“(2) is authorized to include in such insurance contracts agreements for 
servicing such loans and for purchasing such loans, whether or not in default, 
on such terms and conditions as he may prescribe ; and 

“(3) is authorized to prescribe the terms and conditions, including the 
interest rate or rates, for such loans: Provided, however, That (i) the total 
principal indebtedness of any applicant at any one time shall not exceed 
the fair and reasonable value, based on earning capacity or normal market 
value, of the applicant’s farm and the fair and reasonable market value of 
his chattels which have security value, less the outstanding balance of any 
liens not refinanced hereunder; and that (ii) such loans secured only by 
chattel liens shall be repayable within the normal useful life of the chattels 
or at the normal marketing time thereof, and loans secured by real estate 
mortgages shall be repayable in not to exceed forty years. 

“(b) The Secretary shall utilize the insurance fund created by section 11 of 
the Bankhead-Jones Farm Tenant Act, as amended, and the provisions of section 
13 (b) and (c) of said Act in connection with loans insured under this title. The 
notes and security therefor acquired by the Secretary pursuant to insurance or 
repurchase agreements under this section shall become a part of the fund. Such 
notes may be held in the fund and collected according to their terms, or may be 
sold and, if necessary, reinsured. All proceeds from such collections, including 
the liquidation of security, and sales of notes shall become a part of the fund. 

“(c) The Secretary shall require the borrower to pay such insurance charges as 
he deems proper, taking into account the amount of the loan and any prior liens: 
Provided, however, That the charge shall be payable in advance at intervals 
of one year or less and shall be at a rate equal to at least 1 per centum per annum 
of the principal outstanding on the loan on the due date of the charge. One-half 
of all insurance charges shall become a part of the fund and one-half shall be 
deposited in the Treasury of the United States and shall be available for admin- 
istrative expenses in connection with the insurance of loans. 
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“(d). The Secretary may utilize the fund for the payment of taxes, special as- 
sessments, water rates, insurance, prior liens, foreclosure expenses, and any 
other expenses incident to the actions authorized under section 51 of this Act. 
Such expenditures, where necessary, may be made to protect insured loans while 
the loans are still held by insured lenders as well as after they have been assigned 
to the Secretary. 

“‘(e) Any loan insured under this section shall be an obligation guaranteed by 
the United States as to principal and interest and the insurance agreement shall 
be incontestable, except for fraud or misrepresentation of which the holder has 
actual knowledge. 

“(f) The aggregate amount of principal obligations on loans insured under this 
section shall not exceed $50,000,000 in any one fiscal year. 

“Sec. 62. There is authorized to be appropriated to the Secretary such sums 
as the Congress may from time to time determine to be necessary to carry out 
the provisions of this title.” 





[H. R. 8747, 84th Cong., 2d sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act and to authorize the Secretary 
of Agriculture to make or insure loans to farmers and stockmen for the purpose of 
refinancing existing debts, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Bankhead-Jones Farm Tenant Act, 
as amended, is further amended by adding the following new title V: ' 


“TITLE V—DIRECT AND INSURED REFINANCING LOANS 


“Seo. 60. (a) The Secretary is authorized to make or insure loans to eligible 
farmers and stockmen for the purposes of refinancing, consolidating, or extending 
ali or part of the existing debts of the applicant, whether unsecured or secured by 
real or personal property, and for farm operating and subsistence expenses in 
connection therewith. 

“(b) Such loans shall be made, or insured if made by a private credit source, 
to establish farmers and stockmen who operate farms not larger than family 
type farms in the area and who are unable to repay their existing indebtedness 
in accordance with present repayment schedules, are unable to secure refinancing 
of such indebtedness through private or cooperative sources on terms and 
conditions which they could reasonably be expected to meet and with respect to 
whom the county committee certifies and the Secretary finds there is a reasonable 
expectation that, with the assistance provided hereunder and the other resources 
available to him, the applicant will be able to repay the loan and continue his 
farming operations. 

“(c) (1) With respect to such loans the representation certification and 
finding required by section 44 (a) (3) shall be that credit sufficient in amount 
and on reasonable terms which the applicant can meet is not available to him 
in or near the community in which he resides from commercial banks, cooperative 
lending agencies, or from any other responsible source. 

“(2) The Secretary shall require such loans to be repaid as provided in section 
44 (c) whenever it appears that the borrower is able to obtain a loan from a 
production credit association, Federal land bank, or other responsible cooperative 
or private credit source at rates and terms which he can reasonably be expected 
to meet. 

“Sec. 61. (a) In providing for the making or insuring of loans under the title, 
the Secretary— 

(1) is authorized to insure and make commitments to insure such loans 
on such terms and conditions as he may prescribe ; 

(2) is authorized to include in such insurance contracts agreements for 
servicing such loans and for purchasing such loans, whether or not in 
default, on such terms and conditions as he may prescribe; and 

(3) is authorized to prescribe the terms and conditions, including the 
interest rate or rates, for such loans: Provided, however, That (i) the total 
principal indebtedness of any applicant at any one time shall not exceed 
the fair and reasonable value, based on earning capacity or normal market 
value, of the applicant’s farm and the fair and reasonable market value of 
his chattels which have security value, less the outstanding balance of any 
liens not refinanced hereunder; and that (ii) such loans secured only by 
chattel liens shall be repayable within the normal useful life of the chattels 
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or at the normal marketing time therefor, and loans secured by real estate 
mortgages shall be repayable in not to exceed forty years. 

“(b) The Secretary shall utilize the insurance fund created by section 11 of 
the Bankhead-Jones Farm Tenant Act, as amended, and the provisions of section 
13 (b) and (ec) of said Act in connection with loans insured under this title. 
The notes and security therefor acquired by the Secretary pursuant to insurance 
or repurchase agreements under this section shall become a part of the fund. 
Such notes may be held in the fund and collected according to their terms, or 
may be sold and, if necessary, reinsured. All proceeds from such collections, 
including the liquidation of security, and sales of notes shall become a part of 
the fund. 

“(c) The Secretary shall require the borrower to pay such insurance charges 
as he deems proper, taking into account the amount of the loan and any prior 
liens : Provided, however, That the charge shall be payable in advance at intervals 
of one year or less and shall be at a rate equal to at least 1 per centum per 
annum of the principal outstanding on the loan on the due date of the charge. 
One-half of all insurance charges shall become a part of the fund and one-half 
shall be deposited in the Treasury of the United States and shall be available for 
administrative expenses in connection with the insurance of loans. 

“(d) The Secretary may utilize the fund for the payment of taxes, special 
assessments, water rates, insurance, prior liens, foreclosure expenses, and any 
other expenses incident to the actions authorized under section 51 of this Act. 
Such expenditures, where necessary, may be made to protect insured loans 
while the loans are still held by insured lenders as well as after they have been 
assigned to the Secretary. 

“(e) Any loan insured under this section shall be an obligation guaranteed by 
the United States as to principal and interest and the insurance agreement shall 
be incontestable, except for fraud or misrepresentation of which the holder has 
actual knowledge. 

“(f) The aggregate amount of principal obligations on loans insured under 
this section shall not exceed $50,000,000 in any one fiscal year. 

“Src. 62. There is authorized to be appropriated to the Secretary such sums 
as the Congress may from time to time determine to be necessary to carry out 
the provisions of this title.” 


[H. R. 8753, 84th Cong., 2d sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act and to authorize the Secretary 
of Agriculture to make or insure loans to farmers and stockmen for the purpose of 
refinancing existing debts, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Bankhead-Jones Farm Tenant 
Act, as amended, is further amended by adding the following new title V: 


“TITLE V—DIRECT AND INSURED REFINANCING LOANS 


“Sec. 60. (a) The Secretary is authorized to make or insure loans'to eligible 
farmers and stockmen for the purpose of refinancing, consolidating, renewing, or 
extending all or part of the existing debts of the applicant, whether unsecured 
or secured by real or personal property, and for farm operating and subsistence 
expenses in connection therewith. 

“(b) Such loans shall be made, or insured if made by a private credit source, 
to established farmers and stockmen who operate farms not larger than family 
type farms in the area and who are unable to repay their existing indebtedness 
in accordance with present repayment schedules, are unable to secure refinancing 
of such indebtedness through private or cooperative sources on terms and condi- 
tions which they could reasonably be expected to meet and with respect to 
whom the county committee certifies and the Secretary finds there is a reason- 
able expectation that, with the assistance provided hereunder and the other 
resources available to him, the applicant will be able to repay the loan and 
continue his farming operations. 

“(c) (1) With respect to such leans the representation certification and finding 
required by section 44 (a) (3) shall be that credit sufficient in amount and on 
reasonable terms which the applicant can meet is not available to him in or near 
the community in which he resides from commercial banks, cooperative lending 
agencies, or from any other responsible source. 
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(2) The Secretary shall require such loans to be repaid as provided in section 
44 (c) whenever it appears that the borrower is able to obtain a loan from a 
production credit association, Federal land bank, or other responsible coopera- 
tive or private credit source at rates and terms which he can reasonably be 
expected to meet. 

“Seo. 61. (a) In providing for the making or insuring of loans under the title, 
the Secretary— 

“(1) is authorized to insure and make commitments to insure such loans 
on such terms and conditions as he may prescribe ; 

(2) is authorized to include in such insurance contracts agreements for 
servicing such loans and for purchasing such loans, whether or not in de- 
fault, on such termse and conditions as he may prescribe ; and 

“(3) is authorized to prescribe the terms and conditions, including the 
interest rate or rates, for such loans: Provided, however, That (i) the total 
principal indebtedness of any applicant at any one time shall not exceed the 
fair and reasonable value, based on earning capacity or normal market value, 
of the applicant’s farm and the fair and reasonable market value of his chat- 
tels which have security value, less the outstanding balance of any liens not 
refinanced hereunder; and that (ii) such loans secured only by chattel 
liens shall be repayable within the normal useful life of the chattels or at the 
normal marketing time therefor, and loans secured by real estate mortgages 
shall be repayable in not to exceed forty years. 

“(b) The Secretary shall utilize the insurance fund created by section 11 
of the Bankhead-Jones Farm Tenant Act, as amended, and the provisions of 
section 13 (b) and (c) of said Act in connection with loans insured under this 
title. The notes and security therefor acquired by the Secretary pursuant to 
insurance or repurchase agreements under this section shall become a part of 
the fund. Such notes may be held in the fund and collected according to their 
terms, or may be sold and, if necessary, reinsured. All proceeds from such 
collections, including the liquidation of security, and sales of notes shall become 
a part of the fund. 

“(c) The Secretary shall require the borrower to pay such insurance charges 
as he deems proper, taking into account the amount of the loan and any prior 
liens : Provided, however, That the charge shall be payable in advance at intervals 
of one year or less and shall be at a rate equal te at least 1 per centum per 
annum of the principal outstanding on the loan on the due date of the charge. 
‘One-half of all insurance charges shall become a part of the fund and one-half 
shall be deposited in the Treasury of the United States and shall be available 
for administrative expenses in connection with the insurance of loans. 

“(d) The Secretary may utilize the fund for the payment of taxes, special 
assessments, water rates, insurance, prior liens, foreclosure expenses, and any 
other expenses incident to the actions authorized under section 51 of this Act. 
Such expenditures, where necessary, may be made to protect insured loans while 
the loans are still held by insured lenders as well as after they have been 
assigned to the Secretary. 

“(e) Any loan insured under this section shall be an obligation guaranteed by 
the United States as to principal and interest and the insurance agreement shall 
be incontestable, except for fraud or misrepresentation of which the holder has 
actual knowledge. 

“(f) The aggregate amount of principal obligations on loans insured under 
this section shall not exceed $50,000,000 in any one fiscal year. 

“Sec. 62, There is authorized to be apprepriated to the Secretary such sums 
as the Congress may from time to time determine to be necessary to carry out 
the provisions of this title.” 





[H. R. 8835, 84th Cong., 2d sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act and to authorize the Secretary 
of Agriculture to make or insure loans to farmers and stockmen for the purpose of 
refinancing existing debts, and for other purposes 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That the Bankhead-Jones Farm Tenant Act, 

as amended, is further amended by adding the following new title V: 


“TITLE V—DIRECT AND INSURED REFINANCING LOANS 


“Sec. 60. (a) The Secretary is authorized’to make or insure loans to eligible 
farmers and stockmen for the purposes of refinancing, consolidating, renewing, 
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or extending all or part of the existing debts of the applicant, whether unsecured 
or seeured by real or personal property, and for farm operating and subsistence 
expenses in connection therewith. 

“(b) Such loans shall be made, or insured if made by a private credit source, 
to establish farmers and stockmen who operate farms not larger than family 
type farms in the area and who are unable to repay their existing indebtedness 
in accordance with present repayment schedules, are unable to secure refinancing 
of such indebtedness through private or cooperative sources on terms and con- 
ditions which they could reasonably be expected to meet and with respect to 
whom the county committee certifies and the Secretary finds there is a reason- 
able expectation that, with the assistance provided hereunder and the other 
resources available to him, the applicant will be able to repay the loan and 
continue his farming operations. 

“(e) (1) With respect to such loans the representation certification and finding 
required by section 44 (a) (3) shall be that credit sufficient in amount and on 
reasonable terms which the applicant can meet is not available to him in or near 
the community in which he resides from commercial banks, cooperative lending 
agencies, or from any other responsible source. 

*“(2) The Secretary shall require such loans to be repaid as provided in section 
44 (c) whenever it appears that the borrower is able to obtain a loan from a 
production credit association, Federal land bank, or other responsible cooperative 
or private credit source at rates and terms which he can reasonably be expected 
to meet. 

“Sec. 61. (a) In providing for the making or insuring of loans under the 
title, the Secretary— 

“(1) is authorized to insure and make commitments to insure such loans 
on such terms and conditions as he may prescribe; 

“(2) is authorized to include in such insurance contracts agreements for 
servicing such loans and for purchasing such loans, whether or not in default, 
on such terms and conditions as he may prescribe ; and 

“(3) is authorized to prescribe the terms and conditions, including the 
interest rate or rates, for such loans: Provided, however, That (i) the total 
principal indebtedness of any applicant at any one time shall not exceed the 
fair and reasonable value, based on earning capacity or normal market value, 
of the applicant’s farm and the fair and reasonable market value of his 
chattels which have security value, less the outstanding balance of any liens 
not refinanced hereunder; and that (ii) such loans secured only by chattel 
liens shall be repayable within the normal useful life of the chattels or at 
the normal marketing time therefor, and loans secured by real estate mort- 
gages shall be repayable in not to exceed forty years. 

“(b) The Secretary shall utilize the insurance fund created by section 11 
of the Bankhead-Jones Farm Tenant Act, as amended, and the provisions of 
section 13 (b) and (c) of said Act in connection with loans insured under this 
title. The notes and security therefor acquired by the Secretary pursuant to 
insurance or repurchase agreements under this section shall become a part of 
the fund. Such notes may be held in the fund and collected according to their 
terms, or may be sold and, if necessary, reinsured. All proceeds from such 
collections, including the liquidation of security, and sales of notes shall become 
a part of the fund. 

““(c) The Secretary shall require the borrower to pay such insurance charges 
as he deems proper, taking into account the amount of the loan and any prior 
liens : Provided, however, That the charge shall be payable in advance at intervals 
of one year or less and shall be at a rate equal to at least 1 per centum per 
annum of the principal outstanding on the loan on the due date of the charge. 
One-half of all insurance charges shall become a part of the fund and one-half 
shall be deposited in the Treasury of the United States and shall be available 
for administrative expenses in connection with the insurance of loans. 

“(d) The Secretary may utilize the fund for the payment of taxes, special 
assessments, water rates, insurance, prior liens, foreclosure expenses, and any 
other expenses incident to the actions authorized under section 51 of this Act. 
Such expenditures, where necessary, may be made to protect insured loans while 
the loans are still held by insured lenders as well as after they have been assigned 
to the Secretary. 

“(e) Any loan insured under this section shall be an obligation guaranteed by 
the United States as to principal and interest and the insurance agreement shall 


be incontestable, except for fraud or misrepresentation of which the holder has 
actual knowledge. 
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“(f) The aggregate amount of principal obligations on loans insured under 
this section shall not exceed $45,000,000 in any one fiscal year. 

“Sec. 62. There is authorized to be appropriated to the Secretary such sums 
as the Congress may from time to time determine to be necessary to carry out 
the provisions of this title.” 


[H. R. 9098, 84th Cong., 2d sess. ] 


A BILL To amend the Bankhead-Jones Farm Tenant Act and to uuthorize the Secretary 
of Agriculture to make or insure loans to farmers and stockmen for the purpose of 
refinancing existing debts, and for other purposes 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That the Bankhead-Jones Farm Tenant Act, 

as amended, is further amended by adding the following new title V: 


“TITLE V—DIRECT AND INSURED REFINANCING LOANS 


“Sec. 60. (a) The Secretary is authorized to make or insure loans to eligible 
farmers and stockmen for the purposes of refinancing, consolidating, renewing 
or extending all or part of the existing debts of the applicant, whether unsecured 
or secured by real or personal property, and for farm operating and subsistence 
expenses in connection therewith. 

“(b) Such loans shall be made, or insured if made by a private credit source, 
to established farmers and stockmen who operate farms not larger than family 
type farms in the area and who are unable to repay their existing indebtedness 
in accordance with present repayment schedules, are unable to secure refinancing 
of such indebtedness through private or cooperative sources on terms and condi- 
tions which they could reasonably be expected to meet and with respect to whom 
the county committee certifies and the Secretary finds there is a reasonable 
expectation that, with the assistance provided hereunder and the other resources 
available to him, the applicant will be able to repay the loan and continue his 
farming operations. 

“(c) (1) With respect to such loans the representation certification and find- 
ing required by section 44 (a) (3) shall be that credit sufficient in amount and 
on reasonable terms which the applicant can meet is not available to him in 
or near the community in which he resides from commercial banks, cooperative 
lending agencies, or from any other responsible source. 

“(2) The Secretary shall require such loans to be repaid as provided in section 
44 (c) whenever it appears that the borrower is able to obtain a loan from a 
production credit association, Federal land bank, or other responsible cooper- 
ative or private credit source at rates and terms which he can reasonably be 
expected to meet. 

“Sec. 61. (a) In providing for the making or insuring of loans under the 
title, the Secretary— 

“(1) is authorized to insure and make commitments to insure such loans 
on such terms and conditions as he may prescribe; 

“(2) is authorized to include in such insurance contracts agreements for 
servicing such loans and for purchasing such loans, whether or not in default, 
on such terms and conditions as he may prescribe; and 

““(3) is authorized to prescribe the terms and conditions, including the 
interest rate or rates, for such loans: Provided however, That (i) the total 
principal indebtedness of any applicant at any one time shall not exceed 
the fair and reasonable value, based on earning capacity or normal market 
value, of the applicant’s farm and the fair and reasonable market value of his 
chattels which have security value, less the outstanding balance of any 
liens not refinanced hereunder; and that (ii) such loans secured only by 
chattel liens shall be repayable within the normal useful life of the chattels 
or at the normal marketing time therefor, and loans secured by real estate 
mortgages shall be repayable in not to exceed forty years. 

“(b) The Secretary shall utilize the insurance fund created by section 11 
of the Bankhead-Jones Farm Tenant Act, as amended, and the provisions of 
section 13 (b) and (c) of said Act in connection with loans insured under this 
title. ‘The notes and security therefor acquired by the Secretary pursuant to 
insurance or repurchase agreements under this section shall become a part of 
the fund. Such notes may be held in the fund and collected according to their 
terms, or may be sold and, if necessary, reinsured. All proceeds from such 
collections, including the liquidation of security, and sales of notes shall become 
a part of the fund. 
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“(e) The Secretary shall require the borrower to pay such insurance charges 
as he deems proper, taking into account the amount of the loan and any prior 
liens: Provided, however, That the charge shill be payable in advance at inter- 
vals of one year or less and shall be at a rate equal to at least 1 per centur per 
annum of the principal outstanding on the loun on the due date of the charge. 
One-half of all insurance charges shall become a part of the fund and one-half 
shall be deposited in the Treasury of the United States and shall be available 
for administrative expenses in connection with the insurance of loans. 

“(d) The Secretary may utilize the fund for the payment of taxes, special 
assessments, water rates, insurance, prior liens, foreclosure expenses, and any 
other expenses incident to the actions authorized under section 51 of this Act. 
Such expenditures, where necessary, may be made to protect insured loans while 
the loans are still held by insured lenders as well as after they have been 
assigned to the Secretary. 

“(e) Any loan insured under this section shall be an obligation guaranteed by 
the United States as to principal and interest and the insurance agreement 
shall be incontestable, except for fraud or misrepresentation of which the 
holder has actual knowledge. 

“(f) The aggregate amount of principal obligations on loans insured under 
this section shall not exceed $50,000,000 in any one fiscal year. 

“Sec. 62. There is authorized to be appropriated to the Secretary such sums 
as the Congress may from time to time determine to be necessary to carry out 
the provisions of this title.” 


Mr. Poacr. Mr. Brown, we will be glad to hear you. 


STATEMENT OF HON. CLARENCE J. BROWN, A REPRESENTATIVE 
IN CONGRESS FROM THE SEVENTH CONGRESSIONAL DISTRICT 
OF THE STATE OF OHIO 


Mr. Brown. Mr. Chairman: Ehave a very short statement to make, 
mostly extemporaneous, on H. R. 8232, a bill which I introduced in 
early January, to authorize the Secretary of Agriculture to assist 
landowners and operators to conserve and store water. 

And I believe I should read from a portion of the bill to explain the 
contents of it here. [ Reading :] 

Whereas the Congress hereby finds that recurrent droughts and increased uses 
of water have resulted in water shortages on the farms and in the rural communi- 
ties as well as to industry and major population centers of the Nation ; and 

Whereas the failure to store and conserve waters where practicable on farms 
and in rural areas close to the sources of water supply from precipitation has 
resulted in crop, livestock, and fire losses, increased flood hazards, deficient stream- 
flow, and declining ground-water levels ; and 

Whereas it is hereby declared to be the policy of the Congress that the Federal 
Government shall assist landowners and operators to conserve and store water in 
small impoundments on their farms, thereby. protecting, improving, and more 
efficiently using the Nation’s water and land resources and promoting the gen- 
eral welfare of the people : Now, therefore, be it enacted— 

Then the bill goes ahead to authorize the Secretary of Agriculture 
to make payments in amounts not to exceed three-fourths of the con- 
struction costs of water impoundment and regulating structures; and 
not to exceed $20 per acre per annum with respect to the rental and 
use and management of land providing the drainage area, which in- 
cludes not only the water area itself but also the land that would have 
to be planted to grass to stop erosion and to prevent it. 

Farmers are among the primary custodians of the Nation’s water 
supply, and as such ee merit, and should have, Federal financial and 
technical assistance and incentive in doing a better and more thorough 


water-conservation job for themselves, for business and industry, and 
for domestic water users in our towns and cities. 
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It is becoming a reasonably well-known fact that the United States 
is fast approaching a condition of widespread water crisis. Large 
areas are experiencing drought almost every year. Surface waters are 
increasingly inadequate to ‘the demand and’ ground-water tables are 
declining in many localities. 

Farmers, hit by recurring drought, are turning increasingly to irri- 
gation, either from surface waters or by pumping from underground 
supplies. Municipalities are consuming more and more water, not 
only because of the increased use resulting from a sharply expanding 
population, but because of the constantly wider use of modern water- 
consuming facilities such as air-conditioning and washing machines. 
Business and industry are also using an ever-expanding volume of 
water in the operation of essential facilities and more particularly as 
part of production processes. 

Considered in the aggregate, all these factors indicate a steadily, 
and perhaps sharply, tightening water situation for many areas of 
the country in the years ‘ahead. Yet as a Nation we still waste enor- 
mous quantities of water every year, much of it through uncontrolled, 
unproductive, and frequently damaging runoff from farm and ranch 
lands. 

With the proper incentives, however, farmers and ranchers could be 
encouraged to build farm ponds and manage drainage areas in such a 
way as to cut down the needless waste and store enormous quantities 
of water in thousands of unimpoundments all over the countryside. 

While the impoundments would provide additional water for the 
farms, useful in irrigation, fire fighting, and dozens of other ways; the 
wise management of the drainage areas behind the small farm dams 
would reduce wasteful runoff, cause more water to soak into the soil, 
help build back ground-water tables, and generally improve the water 
balance. 

Next to the oceans, we must remember, our farm and ranch lands 
provide the greatest water reservoir in the world. 

The public need for greater and greater use of farmlands to store 
water both above and below the surface cannot possibly diminish in 
the years ahead; it can only increase with the rising demands of our 
growing population and the expanding water consumption of the 
Nation’s cities, business, and industry. 

For these reasons I have introduced a bill today which would 
authorize the Secretary of Agriculture to assist and induce landowners 
and operators, both finance ially and with technical help, to conserve and 
store water on their lands. 

It is my considered judgment that the public interest requires an 
enlarged program of water storage on the Nation’s farm and ranch 
lands, along with the improved management of watershed lands to 
reduce wasteful runoff, to increase the absorption of greater volume 
of water into the soil and to help restore below-surface supplies. 

To ask farmers and ranchers to use some of their crop, pasture, and 

range lands for water-storage and water-conserving management of 

drainage areas in the public interest properly requires, in my judg- 
ment, some financial incentive and compensation to the landowners 
and operators from the society which will benefit thereby. 

Accordingly, my bill would authorize the Secretary of Agriculture, 
through the proper agency or agencies of the Government, to make 
payments to farmers and ranchers in amounts not to exceed three- 
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fourths of the construction costs of water impoundment and regulat- 
ing structures; and not to exceed $20 an acre annually with respect 
to the rental, use, and management of land providing the drainage 
area for such impoundments. 

I am aware, of course, that the present agricultural conservation 
program administered by the Department of Agriculture provides 
payments to farmers and ranchers in connection with farm-pond 
construction and certain corollary practices. But my understanding is 
that these payments are generally in the neighborhood of 50 percent 
of the cost of building the impoundments, which is an inp lecuate 
incentive in view of the water requirements now facing town and 
country alike. 

My bill, furthermore, provides a just compensation to landowners 
and operators for using and managing certain of their watershed lands 
to conserve and store water in ways that serve the public interest as 
well as the farmer. 

In a sense, therefore, my bill provides for the development of a 
water bank program somewhat similar to the various proposals now 
being advanced for the development of a soil fertility bank program. 

I would like to note, in addition, that my bill would in no way inter- 
fere with other land, water, and conservation programs. On the con- 
trary, it would supplement and stimulate work already under way to 
obtain better land use, erosion control, watershed protection, and flood 
prevention. 

Mr. Poacr. Thank you very much. You have made a splendid 
statement. You have gone a great deal further than this committee 
has dared to go—— 

Mr. Brown. Being a liberal at heart 

Mr. Poacr. Probably not as far, no further than we wanted to go 
but I do not think any of us felt we could go that far. But we do 
appreciate somebody stepping out in that field. 

Mr. Brown. It seems to me, Mr. Chairman, if we are willing to pay 
for soil bank we ought to be willing to pay for a water bank. Both 
are conservation—one of soil and one of water. 

And I am not so certain but what water conservation may be more 
serious and more necessary than soil conservation in this country. 

I know of no State, no area that this bill would not affect and would 
not help. 

We have made some progress in Ohio through State assistance to 
where we are helping the farmers a bit to do the engineering, to put 
ponds and dams on their land, upstream dams; and we are also putting 
in a series, through the conservation department of the State, of lakes 
for recreation and water conservation in the various counties of the 
State. As a result, we have about stopped the dropping of the water 
level, but it is already at a dangerous point. 

Mr. Poage. I understand your bill has two separate payments to 
farmers. 

First, that you raise the present payment which is, as you said, 
ordinarily 50 percent. I do not think it is fixed by law. 

Mr. Brown. I think the law fixes it perhaps at 75 as the top limit. 

Mr. Poacr. The Secretary has a right to put it anywhere below 
that. And you fix it at 75, as I understand it, so that he could not 
lower it. 

Mr. Brown. Yes. 
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Mr. Poace. In other words, require him to do what he can do today. 
That would be the first thing you would do, as I understand it: pay 
three-fourths of the cost of any water-impounding structure on 
private land. 

Mr. Brown. That is right. 

Mr. Poace. The second, then, would be to make payments ranging 
up to—— 

Mr. Brown. $20. 

Mr. Poacr. $20 an acre—not to exceed that—for the rental. use. and 
management of the land. a A 

Do you contemplate owners simply doing the things that are re- 
quired by the Soil Conservation Service now ? 

Mr. Brown. Yes. My idea would be that the Secretary of Agricul- 
ture by rule and regulation would determine the amount of land that 
might be necessary. And I presume it would be necessary to estimate 
on each farm. And also the value of the land devoted to water con- 
servation ; that is, so as to fix the fair return. 

Mr. Poace. Just what would your requirement do? 

Mr. Brown. Only place this in grazing land, so as not to wash, not 
to erode. 

Mr. Poage. Require him to take it out of cultivation ? 

Mr. Brown. He would put it in grazing land, to protect the cover 
crops. 

Mr. Poace. But you would let him graze those crops? 

Mr. Brown. Yes. 

Mr. Poaae. In other words, you would not set it aside just like the 
soil bank ? 

Mr. Brown. No, except that it would have to be in some soil-con- 
servation practice that would prevent washing and filling up of the 
structure. 

Mr. Poacr. Would you let him both put it in this and draw $20 an 
acre for that and another $40 an acre for putting it into the soil bank? 
Mr. Brown. He would not be able to do both with the same land. 

Mr. Poace. Why? 

Mr. Brown. Because I am sure that the regulations would prevent 
that. The law does not say. Here, of course, we do not have any soil- 
bank plan. 

Mr. Poace. We do not have it at the present time ? 

Mr. Brown. You cannot amend a law that does not exist. 

Mr. Poace. Well, would you think that we ought to try to tie this in? 

Mr. Brown. I do not think that the two—— 

Mr. Poace. Should not duplicate it? 

Mr. Brown. Should not duplicate each other. 

Mr. Poace. I do not, either. ' 

Mr. Brown. If the land around the water area is considered part of 
the soil bank, then it would not be considered a part of the drainage 
area. That could be very easily taken care of, in my opinion. 

Mr. Poacs. That raises the next question in my mind: Is it your 
thought that we should attempt to work this into the soil-bank bill 
when it comes over here? 

Mr. Brown. I would like very much to see it a part of it. 

Mr. Poace. Frankly, it seems to me that is where it should be. 
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Mr. Brown. That is where it belongs. It would be perfectly satis- 
factory to me if it could be put in as an amendment or a provision for 
that, because I think water conservation is of the utmost importance. 
And it is not only important to the farmers, but I believe you will find 
that every business and industry and almost every thoughtful citizen 
would support this sort of a plan or program ; they Saad ae feel that 
it was giving something to the farmers for which they were receiving 
no benefit at all. 

Mr. Poacger. I believe you are a little optimistic there, because I find 
a lot of people complaining about what we are doing today where we 
are paying 50 percent of the cost of building those self-same structures 
and doing nothing more. I find lots of people kicking about that. I 
am not—please understand, I agree and I agree with going on further. 

Mr. Brown. Perhaps, the most popular thing that we have in my 
section of the country—and I find it in other States—in connection 
with agriculture is the soil and water conservation programs. You 
hear less criticism and more approval. 

Mr. Poage. I think there is lots of realization of the importance 
of it. Have you made some estimates as to how much this will cost ? 

Mr. Brown. I have just made rough estimates. So have some of 
the representatives of different farming agencies. 

Mr. Poage. How much do you think it would cost ? 

Mr. Brown. According to how broadly the farmers would take 
advantage of it. 

Mr. Poace. Surely, I think with $20 an acre there would be a lot 
of people that would go into it. 

Mr. Brown. Eventually, I would hope so. To start with, there 
would be $50 million a year. 

Mr. Poace. $50 million a year—that would not be much land. 

Mr. Brown. Not too much to start with but that would be the first 
year—in my opinion around that. It might be more. 

Mr. Poace. How much land will you allow the farmer to put in 
above each tank? Wecall them tanks in my section. 

Mr. Brown. Referring to the size of the drained area. 

Mr. Poace. Would you let him put in the entire drainage basin 
above ? 

Mr. Brown. Take a reasonable amount, just to stop erosion into 
the pond, to stop filling up. I think the bill provides that. 

Mr. Poacr. You do not put any limit on it ? 

Mr. Brown. That would be fixed according to the various areas. 
In other words, if you had a large lake or pond, it would take more 
than if you had a small one, as you well know. 

I imagine the average would be not over an acre in size—probably 
around it—to keep from washing in there. It might have to be any- 
where from 2 to 4 acres more of land. 

Of course—some might be larger, some would be smaller. I know 
farms where they have ponds of a sixth or an eighth of an acre. 

Mr. Poace. In surface drainage ? 

Mr. Brown. Surface drainage. 

The thing that you do not want to do, as I am sure you will agree— 
and I have had some experience on my own farms, putting in ponds 
and so forth and so on and have seen a lot of work in Ohio—you do 
not want to put in at the expense of the Government a pond that will 

















MISCELLANEOUS CREDIT 29 


fill up in 2 or 3 years by silting, and so forth, because you plow right 
up to the edge of the pond itself. 

Mr. Poace. Lagree withthat. I think that is foolish to do that. 

Mr. Brown. It would be foolish to do that. The cost would be 
so slight to protect against sedimentation. 

Mr. Poace. In our part of the country a thing that I think is of 
even greater help than anything else is to fence those ponds. 

Mr. Brown. Yes. I think that would have to be required, of course, 
here. 

Mr. Poage. We use 

Mr. Brown. That is a natural thing to do. 

Mr. Poace. In my own immediate area where we have no wells, 
we use these ponds entirely for stock water. We have no other supply 
of stock water. 

Mr. Brown. If you fence right up against the pond and then plow 
around it, why you get erosion. You have to have a certain area 
around that pond. 

Mr. Poagr. Even so, the fencing is with us even more important 
than probably anything else because the siock will, of course, push the 
sides down. 

Mr. Brown. We fence prac tically all of those. 

Mr. Poace. I was wondering if you ought to make some provision 
for fencing. 

Mr. Brown. I would be perfectly willing to have this committee 
amend it to that extent. I do not really believe it is necessary because 
I think the power is given to the Secretary of Agriculture. 

Mr. Poace. If you require the man to fence it, which I think he 
ought to do—I think he has to do it in most places—maybe in some 
areas it may not be necessary. In our area it is extremely important, 
that is fencing. 

Would you consider it a part of the cost of the structure? 

Mr. Brown. I would not myself. I would not favor that. I think 
in the construction of the pond that the farmer can afford to build 
the fences. 

Mr. Poaeer. A lot of them do not. 

Mr. Brown. He fences his field off. 

Mr. Poace. Three-fourths of the ponds in my country are not 
fenced. I think they should be but they are not. The result is, as 
you say, they fill up so much faster. It becomes a bad investment. 

Mr. Brown. I will be perfectly willing to accept an amendment 
to require fencing. 

Mr. Poage. But you would not support an amendment to consider 
fencing a part of the cost 

Mr. Brown. If the committee in its judgment thinks that is a wise 
thing to do, it would be satisfactory to me, but personally I discussed 
and thought about that matter w hen drafting the bill, the question 
of fencing, and I doubt if that is the proper cost for the Government 
to carry. 

Mr. Poace. I really do not know. I realize you are going a long 
ways in giving the farmer a whole lot of help. 

Mr. Brown. It increases the incentive for the farmer to conserve 
water. And I know in our country the demand for water and the 
concern over the dropping water tables is such that there is great 
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ene for this. I have considerable editorial endorsement, and so 
orth. 

Mr. Poace. What about the limit on the size of these dams? Do 
you think there ought to be some limit on the size? 

Mr. Brown. I do not think that you can limit the size very well 
except as the Secretary of Agriculture may say he would pay up to 
so much on that farm. 

Mr. Poacr. But I do not believe under this bill he has any right to 
limit the amount because it says that he shall pay. No, you say not 
to exceed three-fourths of the construction cost. He has that authority 
now, as I understand it. 

Mr. Brown. Yes; but under another program entirely. 

Mr. Poace. Yes; but he does not use it. Consequently, I would not 
suppose he would use if it we put it in here, would you ? 

Mr. Brown. I do not know whether he would or would not. 

Mr. Poacr. We still have got the same Secretary as of the moment— 
we will have, at least, for at least 9 more months. 

Mr. Brown. Under section IT you will notice the Secretary of Agri- 
culture is hereby authorized to provide technical assistance in plan- 
ning, designing, and so forth. 

Mr. Poace. He does that now. 

Mr. Brown. All right. And to carry out investigations maybe re- 
quired to determine the needs for such impoundments. 

In my opinion, that would give him enough authority to say, “Well, 
now, we will go along with you on a certain size pond or dam.” 

Mr. Poace. I have in mind an outfit like the Swenson brothers, who 
own 300,000 acres. Swenson brothers could afford under this to put 
in a 25,000-acre-foot reservoir. 

Mr. Brown. The Secretary of Agriculture, of course, would have 
the authority to say, “We will give you 5 cents an acre.” 

Mr. Poace. Yes; but if you leave that so that he merely has that 
authority 

Mr. Brown. I mean whenever he thought it was unreasonable. 

Mr. Poaee. If it is at his option, he is not going to do that. He has 
that option now and he does not exercise it. That is, he has the option 
to pay three-fourths of the cost. 

r. Brown. We can pass laws but we cannot administer them. 

Mr. Poace. We can make them mandatory. 

Mr. Brown. That is perfectly satisfactory. 

Mr. Poage. Do you think we should ? 

Mr. Brown. The whole thing I am interested in is getting something 
done to conserve water. 

Mr. Poace. Do you think we ought to put some limit on the amount 
expended if we make it mandatory ? 

r. Brown. If you feel that is wise. 

Mr. Poace. Maybe make it mandatory up to a certain limit and 
optional above that. 

Mr. Brown. I can see areas where it might be necessary for 2 or 
more farmers to go together in 1 water development for the benefit 
of all 3 farms. That might possibly happen. That is one reason 
why I left it broadly. 

Mr. Poacr. Mr. iin, do you have some questions ? 

Mr. Hux. This is very close to us in the West. 
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I want to compliment Congressman Brown for the fine statement, 
and when he says that recurrent droughts and increased use of water 
have resulted in a water shortage on the farms and in some of the 
cities, the No. 1 question in my mind—you make no recommendations 
or you include no small villages ¢ 

Mr. Brown. No; I do not include villages. If you get into that 
proposition you would be in the building of reservoirs. 

Mr. Hinz, A village is no more than several farmhouses all put 
together in one spot—those that I am speaking about. 

Mr. Brown. The kind of villages we have in our State would not 
want to be called “farmers” or “farm” or “rural.” They think they 
are cities, of course. 

Where this would be of great benefit would be to many of these 
communities we have in Ohio—villages and small cities, towns, where 
they have had to haul water by railroad in tank cars and have put 
in their own water systems. 

If there were a great many of these smaller water reservoirs or 
ponds or dams around in that area, their own water supplies might 
not fail, because many of them get water from wells. Many others 
from small creeks. Or they could haul water even from those spots. 

In southern Ohio we have had a situation where farmers have 
been hauling water from the town installations where they have 
sufficient water to permit them to haul. 

The Governor of Ohio came out even with the suggestion that we 
run waterlines from Lake Erie into central Ohio in an attempt to 
solve the water problem. 

I think any study of the problem will show that the greatest threat 
we have in the future to many of our inland areas is the water 
shortage, the developing water shortage. 

I do not know of a State in the Union where this would not help. 
Yet it would be a practical help to the farmers as well. 

Mr. Hitz. You would not want to include these small villages? 

Mr. Brown. I do not think we ought to embrace it in this bill. I 
think this is purely an agricultural bill. But the small villages get the 
benefit of it. 

Mr. Hixx. That brings me to the very next question. We in the 
West understand exactly what you are going to do if you change the 
use of the water or the direction of the water on any of these little 
streams. Every bit of our water in any streams of any size in the 
West has long ago been allocated. 

Mr. Brown. You cannot reallocate whatever is already allocated. 
You cannot set aside the State water-right laws. 

Mr. Hitz. You do it. You come in here and give the Secretary of 
Agriculture under a national law, if this bill is going to work, the 
right to go in on a farm that has been, say, in the watershed of a 
little town up in close to the foothills that gets its water from a certain 
area where the stream winds through several meadows—and all of 
that water long ago has been adjudicated by State law to be used in 
certain definite distinct ways. 

Mr. Brown. Then, sir, the Federal Government would not have 
the power under this legislation—and Congress could not give the 
power to set aside the State law. 

Mr. Hitz. You see, we are worried about the very thing you say 
they can do here. You give the Secretary of Agriculture the right 
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under this bill—you say that—he is authorized not only to help in the 
reservoir but he is authorized to pay three-fourths ‘of the cost of 
the dam. 

Mr. Brown. Yes. 

Mr. Hitt. The cost of the structure. I mean. What you could do 
in our area would be destructive in many areas. 

Mr. Brown. No. 

Mr. Hitz. Let me show you what you do. No. 1, in our area when 
you put in a dam in the flat low vi alleys you take ‘out of production 
the most important land in the area. You cannot build these dams 
far enough in the mountains. 

That is why we have always said, “Build the dams and hold the 
water way up in the mountains where you do not destroy these rich 
valley lands.” 

Watch what you do. Then you say they cannot have but $20 an 
acre. This little watershed that you are protecting is probably the 
most important land in this area up close to the foothills. It has grass 
on it. It has little low levels where he may produce some alfalfa 
and you say, “You will turn it over to the Federal Government.’ 

Mr. Brown. No; we do not turn anything over. 

Mr. Poacr. You do not require anybody to go into this program 
unless they want to. 

Mr. Brown. We do not require them to join it. There is nothing 
mandatory. We do not require the Secretary of Agriculture to 
approve it. 

Mr. Hitt. Why would he not want to build it down on his own 
land? When the water has been allocated he only gets a small part. 
If you give him this dam, he will get the water where he wants it. 

Mr. Poagr. If he wants it, then he i is not hurt. 

Mr. Hix. We sell the water off the land just the same as you sell 
land in Ohio. 

Mr. Brown. You cannot set aside by Federal law the State law. 

Mr. Hint. We are afraid that you can do it. We are afraid that 
you are trying to do it right now. 

Let me tell my southern brethren they are trying to do in water just 
what the southern boys say you cannot ms on segregation. 

Right this very minute there are 2 or 3 law suits going on. If those 
suits “determine that the water belongs to the Federal Government, 
there is no difference—no difference between the two ideas. Certainly 
our 60 to 70 years of court decisions saying definitely where this water 
goes—in the courts of Colorado, 

And i in our irrigation area, where I live in a particular area, that 
water has been deeded with the land. I owned land that I could not 
even sell the water off of. 

Do you get that? I could not sell the water off the land. The water 
belongs to the land. It is difficult for you folks from Ohio to realize 
that the deed to the water is just as important as the deed to the land. 

You tell me that you are in favor of a little piece of legislation that 
looks innocent enough, that would give a farmer who came in and 
bought that piece of land for the express purpose of building 2 or 3 
dams on it, and all of the folks down the river that had been ; getting 
the benefit of that water for 50, 60 years, under State law have been 
adjudicated to the various ditches, may have trouble. Suppose he has 
no right 
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Mr. Brown. If he has no right, I do not think that the Secretary of 
Agriculture could give him the right to do something that he has 
no right to. 

Mr. Hitt. The Secretary of Agriculture would not have a right to 
but suppose they put the dam in, anyway. What will you do? 

Mr. Brown. Then I would 

Mr. Hitz. Under law he could do it. 

Mr. Brown. I would advise you to go see a good lawyer and a good 
lawyer would immediately take action. 

Mr. Hin. Wait. 

Mr. Brown. Wait a minute. You asked a question. I will an- 
swer it. 

Mr. Hux. I will be glad to have the answer because it has never been 
answered yet. 

Mr. Brown. Any good lawyer would immediately move into the 
courts to protect his client’s rights. If the downstream people have 
the right to that water—if the courts held that they had the right to it, 
the man could not build the dam. If the courts held he did not have 
the right, then the people downstream would not get the water, because 
they would not be entitled to it under law. 

This is a Government of law and not of men. And we are bound 

Mr. Hix. That is what we hope. 

Mr. Brown. Weare bound 

Mr. Hitu. Sometimes we do not follow it. 

Mr. Brown. By the court’s decision. 

Mr. Hin. Let me ask you 

Mr. Brown. If the courts do not follow the law, I cannot help that. 

Mr. Hitz. Before I would take any stand on this bill I have got to 
have the information from these lawyers you are talking about who 
have 30 or 40 years of experience in irrigation law. 

Mr. Brown. I'd be happy to have you write and ask them. 

Mr. Hitz. I shall send them this bill. It might be devastating to our 
whole area, you understand. 

Mr. Brown. I think your fears are entirely unfounded. 

Mr. Hitt. We are worried because even this Supreme Court 
decision 

Mr. Brown. Weare worried about it, too. 

Mr. Huu. If the Supreme Court follows the same position 

Mr. Brown. This legislation would not injure your rights in any 
way. 

Mr. Huw. In water that they have on certain other things we are 
worried. 

As I started to say a moment ago, not a single water right in my 
whole area, State water right, would be worth the snap of your finger. 

Mr. Brown. [f a man does not have a water right he cannot exercise 
it under this bill. He has to have the right to the water or he could 
not do it. 

Mr. Hitz. That will be in the record. 

Mr. Brown. Certainly, it is in the record. 

Mr. Hira. That relieves me quite a little to hear you say that. 

Mr. Brown. How can a man take advantage of a right he does not 
possess ? 

Mr. Hix. That is what has been keeping the lawyers going ever 
since there was a profession. 
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Mr. Brown. What you need is more law and better administration 
of the law. 

Mr. Hitt. You know what has kept the lawyers going, the differ- 
ence in opinion. One lawyer says one thing. You have had them 
up in court. And another good lawyer says the other. The only way 
we can decide is to carry it to the Supreme Court. 

Mr. Brown. Lawyers are entitled to live as well as farmers. 

Mr. Hix. The Supreme Court is made up of lawyers and gives us 
a 5-to-4 decision and then what? 

Mr. Brown. Your trouble is with the court and not with me. 

Mr. Huu. I am afraid this bill would get us into the courts every 
day of the week. Every farmer would try to build a dam. 

We are covered by conservation districts. 

Mr. Brown. I do not presume anybody who has a dam would build 
another one, either. I give some credit to the Secretary of Agriculture 
and to the individual farmers and the communities to have a little 
sense. 

Mr. Hux. You do not think they would try to take water from one 
another; isn’t that wonderful ¢ 

Mr. Brown. I do not think that. - 

Mr. Hix. I am glad to hear that. 

Mr. Brown. In some places there have been a lot of battles fought 
over water holes. 

Mr. Hitz. Not only battles, but they ended fatally to some people. 

Mr. Brown. That is right; but that has been pretty well fought 
out and established by law and the laws will be followed in my opinion. 
They have to be or you would have to take the process of the other. 
1 cannot sit here and guarantee you that a burglar will not rob your 
house tonight. You have certain recourses. 

Mr. Hitt. We do not have that. 

Mr. Brown. Somebody can forge a check or anything else. 

Mr. Hitz. But you are sure you would protect—you are in favor of 
protecting all of our State water rights? 

Mr. Brown. I think that any rights anyone has cannot be violated 
as the result of the passage of this bill. 

Mr. Hitt. That makes me feel better. 

Mr. Brown. I do not think anybody can exercise a right under this 
bill that they do not already possess. 

Mr. JOHNSON. a eonemagh 2 of your bill, does it not say has to comply 
with State laws? 

Mr. Brown. I think so. 

Mr. Hix. Where do you see that? 

Mr. Jounson. On page 2, line 19. It says that as a condition to 
making any payments the Secretary of Agriculture shall determine 
it shall be in accordance with applicable State laws concerning that. 
That would take care of your situation in Colorado; would it not ? 

Mr. Hut. It might, if you read it into the thing. It does not say 
that. Itdoes not mean what yousay atall. Itsays provided up above 
as to a condition to making any payment. He could pant keep the 

ayment out and go ahead and impound anything he pleased. That 
1s what that says. 

Mr. Poacs. A fellow would not be likely to impound much without 
a payment. 

Mr. Brown. It gives authority for the Federal Government—— 
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Mr. Poace. To make payments. 

Mr. Brown. He can already put in the dam now if he wants to. 

Mr. Hitz. He cannot put in the dam in my State if he wants to— 
no such a thing. 

Mr. Brown. He could put it in just as well now as he could under 
this law. 

Mr. Apernetuy. All that bill does is to authorize him to pay for it. 

Mr. Brown. That is right. If he does it legally, in Sectitlaane with 
the provisions of the bill and according to the regulations of the Secre- 
tary of Agriculture—— 

Mr. Hitz. I want to get that all on the record. 

Mr. Brown. You have got it on the record. 

Mr. Hix. Such a bill as this might pass someday and then we will 
go back and read what Mr. Brown said it meant. 

Mr. Brown. The day will come 

Mr. Hix. It is already here in our area. 

Mr. Brown. When one of the most important things we will have 
before us in this water question. 

Mr. McIntire. I am certainly very happy to have your presentation 
on this matter, Mr. Brown. And I agree with it most sincerely. I 
notice in the way the bill has been drawn up it does not propose to 
amend any existing legislation. 

Mr. Brown. No. 

Mr. McIntire. I am sure you have given careful consideration to 
the administration of this. It seems to me it fits into the original 
and basic concept that this committee has had in the legislation which 
it has reported out relative to the management of small watersheds. 

Mr. Brown. It is not in conflict with that. It would carry it out 
further. 

Mr. McIntire. Certainly. Is it your thought that it would be 
administered by one of the existing agencies ? 

Mr. Brown. That would be up to the Secretary to designate who 
would administer it under his jurisdiction. 

Mr. McIntire. Does the bill provide that it be administered by the 
Soil Conservation Service / 

Mr. Brown. No. I think the Secretary of Agriculture can handle 
that. It fits in between this upper, this watershed development, and 
the soil-conservation practices where it requires a number to go to- 
gether and set up the soil-conservation district. 

Mr. McIntire. It seems to me that it fits within the general frame- 
work of the ACP programs from the standpoint of payments for 
conservation practices. 

Mr. Brown. Yes; there is another angle. That is the reason I put 
it in the hands of the Secretary of Agriculture. It touches so many 
different things, that is, the power of the Secretary of Agriculture 
and these different agencies under him. 

Mr. McInvire. For the recor d, you are not making any recommen- 
dations whether it comes in the jurisdiction of the Soil Conservation 
Service or the Small Watershed Acts ? 

Mr. Brown. I leave that to the discretion of the Secretary of Agri- 
culture. 

Mr. McIntire. Thank you. 

Mr. Drxon. Will you yield on that point ? 

Mr. McIntire. I am through. 
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Mr. Poace. Go ahead. 

Mr. Drxon. Has the gentleman from Ohio checked to see if this is 
not all within the power of the Secretary / 

Mr. Poaere. Again I want to reiterate that we have no law on the 
soil bank. That has not been enacted yet. 

Mr. Drxon. I mean under soil conservation ? 

Mr. Brown. He does not have this particular power. 

Mr. Poace. He has the authority to make payments for the con- 
struction. 

Mr. Brown. He can if it is in the soil-conservation district and a 
part of that plan but this goes 
Mr. Poace. It does not have to be in a soil-conservation district. 

Mr. Brown. I think it does, as I understand it. I think it has to be. 

Mr. Poace. He can make an ACP payment anywhere in the United 
States. 

Mr. Brown. Would it have to be completely under this act? As I 
understand it, you can have a soil-conservation district, but you can- 
not pay, for instance, for the use of the land. 

Mr. Poacr. He cannot pay for the use of the land ? 

Mr. Brown. The Secretary, as I understand—— 

Mr. Poace. The point is, he can at the present time make these very 
payments, 

Mr. Brown. To be very frank with you, there has been a conflict 
of opinion as to how far the Secretary of Agriculture can go now. 
And I have had this up with a number of soil conservationists of the 
country and with some of the national farmer organizations, and they 
feel that this is supplemental legislation and goes a step further to 
the individual farm in the present law. 

Mr. Apernetuy. May | ask, what is the difference between this 
legislation and the authority which the Secretary of Agriculture al- 
ret ady has to authorize an ACP practice program for the construction 
ofasmalldam? What isthe difference! ? 

— Brown. I cannot tell you the exact difference, except ee these 

‘alled specialists tell me that there 1 is a difference, but as I under- 
st: and it, he can authorize up to 75 percent payment now but that he 
has put the limit at 50, if I recall correctly, but that practically every- 
thing that is done has been done through the soil-conservation 
district. 

Mr. Anernetuy. I am not speaking now of soil conservation. 

Mr. Brown. I understand, under the ACP Practice Act, or what- 
ever you call it, then there is no provision to rent the land. And 
that carries that, which would mean, according to the estimates that 
I have been able to get, in sitting down and talking with others that 
are better informed than I am 

Mr. Anernetuy. What do you mean no authority to rent the land? 

Mr. Brown. This bill carries up to $20 an acre, Federal payment, 
for the land taken out. 

Mr. AperNetuy. That is, impounded and in water? 

Mr. Brown. And drainage area around that is necessary to pre- 
vent soil erosion. In other words 











Mr. Asernetuy. Is that to be paid annually from now on and for- 
ever more ¢ 
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Mr. Brown. Yes. 

Mr. Asernetuy. I understand it is to be paid for every acre that 
is under water; is that it ? 

Mr. Brown. Every acre of water, plus the strips of land around 
it to keep sedimentation down. 

Mr. ABERNETHY. What is the object of that payment? 

Mr. Brown. That is to compensate the farmer for the storage of 
water on his land, for the benefit of the general public, water tables. 

Mr. Apernetniy. Is the object of the impoundment for the benefit 
of that farm or for the community ? 

Mr. Brown. For all, for both. It is a benefit to the farm; it is a 
benefit to the community; it is a benefit to the general area, and if 
you have enough of them it will lift the entire water table. 

Mr. Aserneruy. Would a municipality have a right to tap that 
water ? 

Mr. Brown. I think they would probably get permission to do so 
in an emergency. The law does not provide that because there again 
you have got a problem of relationship. 

Mr. Poage. This just leaves the water on the land. 

Mr. Brown. It leaves it on the property. 

Mr. Poace. He can sell it to anybody he wants to. 

Mr. Brown. In the case of emergency you would have a water 
supply. I can take you into areas in Ohio, for instance, where last year 
they hauled water 50 to 100 miles, water by tank car, trainloads, and 
truckloads. The people were happy to pay for the water. 

The point is that if you get your water table up, with sufficient 
ponds and dams to raise your water table, then you have a supply of 
water for your area, for your municipalities, and for the use of 
industry. 

Then you have a secondary benefit that comes out, and that is a 
certain amount of flood control, not much but a certain amount. 

Mr. Poace. Is one of the objectives of this legislation to store water 
and eventually raise the water table ? 

Mr. Brown. Part of it; that is right. 

Mr. Poacr. Through seepage / 

Mr. Brown. Yes; that is right, and the bill so states. 

Mr. Drxon. I believe under the Soil Conservation Act the Secre- 
tary of Agriculture can pay a farmer for not growing crops on his 
private land. Would that not take care of this land around your 
reservoir / 

Mr. Brown. I do not think so. The fact of the matter is it has not 
been done. If legislation is passed it will be done. 

Mr. Dixon. Here is another thing: The appropriations act limits 
these ponds to $2,500 expenditure. You want maybe to spend more 
than that ? 

Mr. Brown. No; I think your appropriation act can fix any limit 
they want to on this prea 

Mr. Dixon. The law says $10,000, but the appropriation act cut it 
down to $2,500. 

Mr. Brown. All right. We have a lot of that. The law fixes a 
limit. The eprRuprintion acts quite often either do not appropriate 
any money at all or fixes limits. That is, the final control is the appro- 
priation of money. 

Mr. Dixon. Your bill would liberalize this. 
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Mr. Brown. I think personally that it might be more. It could be 
used advantageously. I would rather spend ‘it for that than for other 
purposes. 

Nevertheless, in the end the amount of money appropriated will, 
of course, control the amount that can be paid. 

Mr. Jounson. I think you are familiar with the Hope Act and 
Public Law 566. And then I believe we have a bill up before the 
Rules Committee now by Congressman Poage. 

Mr. Brown. Yes. 

Mr. Jounson. Do you not think this would all work in good with 
the Poage bill ? 

Mr. Brown. I think it could be fitted in with either that act, prob- 
ably, or with the General Agricultural Act. 

Mr. Jounson. As long as you are interested in raising water tables, 
the Hope law, Public Law 566, and the amendments by Congressman 
Poage will tend to help raise the water tables, too. 

This would be just another supplementary feature to work along 
with that legislation. 

Mr. Brown. Yes. I think your larger impoundments will lift water 
tables in some areas. 

Mr. Jounson. This would hold it back ? 

Mr. Brown. More rapidly than this would, but this would lift the 
general table. 

We have seen a surprising development in Ohio, where the State 
conservation department has put in lakes anywhere from 500 or 600 
acres up to 3,500 acres of water. And in those areas the water table 
has come up 6 or 8 feet. But the water table has been dropping rapidly 
in the Midwest and, of course, in the other sections of the country as 
well. 

One of the things that has brought it on is air conditioning, for 
example, where they use water. Industry is using more water than 
ever before. 

In the West, the underground water table counts more than your 
surface water. But if you can keep the underground water table high 
enough you are not in trouble. 

Mr. Jounson. The areas you speak of in Ohio, are those cities and 
villages that depend on wells for their water ? 

Mr. Brown. Well, not only that but where they have had impound- 
ments in the reservoirs, they have gone dry. Of course, there have 
been thousands of Ohio farmers that have had to haul water. Many 
of those people have been compelled to go some distance to get water 
from city supplies that were available. 

There is serious talk in the legislature to provide emergency piping 
of water from Lake Erie and to put in water mains. That again 
develops another problem; how much water can you take out of the 
lakes? 

Mr. Jomunson. I would think that the witness in favor of this legis- 
lation would be in favor of the legislation that Congressman Poage 
has introduced, too. 

Mr. Brown. Yes. 

Mr. Jonnson. I did not think you sounded that way the other 
day. 

Mr. Brown. You mean on the bill? 

Mr. Jounson. Yes; on the bill. 
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Mr. Brown. I have some reservations and some questions in mind 
about whether a 5,000 acre-foot reservoir—I raised that question— 
on a faym is athe. a farming impoundment or something else again. 
That is more like flood control. 

Mr. Jounson. I think under the Poage and Hope versions that 
that includes the whole watershed; it is not just for one farm. I 
imagine there are places where you have big enough farms where one 
farm could own the whole watershed but I think it is very seldom that 
you have that condition. 

Mr. Brown. Then you would have to buy all of the land of the 
arm. 

Mr. Poace. Under that bill these reservoirs are not built on farms. 

Mr. Jonnson. The Government owns the land. 

Mr. Poage. On land that must belong or at least the district must 
have an easement on it. 

Mr. Brown. The individual farmer cannot go there and get water 
if he needs it? 

Mr. Poace. Yes. 

Mr. Brown. And haul it from there? 

Mr. Poace. Yes; he can even sell it out of there and he can use 
it. But he has to give an easement, for which he may be paid. We 
are talking about the larger structures. 

But there is a limit in that bill of 5,000 acre-feet which is one of the 
things that concerns me here, because there is no limit here. 

Mr. Jounson. There would have to be a limitation, I think. 

Mr. Poacr. You can build structures without limit here under 
this bill. 

Mr. Brown. My contemplation of this would be that practically 
all of them would be an acre or less. 

Mr. Poace. I know. And most of them, certainly, will be very 
small under the other bill, but we do recognize that ‘there is such a 
thing as getting too big. This bill has no limit whatever in it. 

Mr. Brown. Then perhaps there should be a limit put on it if you 
think that is necessary. 

Mr. Jounson. I was thinking of that same point. We ran into 
that trouble in your legislation “because some people wanted larger 
limitation than the 5,000. 

Mr. Brown. Suppose a limit of 5 or 10 acres was put on? 

Mr. Poage. I think it should be. I think that would take care of 
99.9 percent of the legitimate farm needs. 

I wanted to ask one more question. After the discussion of Mr. 

-and I think that is made clear by what various members have 
mse out—that the Secretary of Agriculture has the authority right 
now to make payments of this kind for the construction—he does 
have the authority to make payments for putting land in grass wher- 
ever it would be needed for this drainage. He does have the authority 
to do these things. 

Mr. Brown. Do you know of any instance where he does it ? 

Mr. Poace. I do not know where he does it. That is exactly the 
point. You simply write a permissive bill and permit him to do the 
things that he is permitted to do now. 

I wonder if you would consider making it mandatory, that he de 
these things. When he has the authority “and does not exercise it, it 
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does not accomplish much to come in and pass another bill saying, 
“You have rot the same authority you had yesterday.” 

Mr. Brown. Again, I want to say that you men are more. expert 
on agricultural laws than I am. If you feel that would make this 
better legislation, why I would be perfectly willing to accept that. 

Mr. Poacr. Accept it as mandatory ? 

Mr. Brown. If you feel that is necessary. We have said many 
times, as you know, of course, that each of the committees having 
jurisdiction over legislation only authorize, but under some obligation 
tu see that the laws of Congress as they pass them are carried out in 
their intent and purpose. 

It might be wise for your committee to investigate what the 
Secretary of Agriculture is doing. 

Mr. Poacr. Our committee has investigated. We know what he is 
doing. He is not doing it. 

Mr. Brown. What steps have you taken to correct it ? 

Mr. Poace. There is nothing that we can do. Under this bill, do 
you suggest anything, if this bill is passed, that if the Secretary does 
not do it, that we can do it? 

Mr. Brown. Make it mandatory. 

Mr. Poacre. That is the point I am asking you right now. 

Mr. Brown. I say that—— 

Mr. Poacr. If we pass this bill and the Secretary does not propose 
to change his ways—do you know of one thing we can do to make him 
change his ways? 

Mr. Brown. The only thing I know is to make it mandatory. 

Mr. Poace. That is right. 

Mr. Brown. And if he is not doing what the Congress has author- 
ized and instructed him to do, it is the thought of the Congress that 
he will do, then I think we should make it mandatory. 

Mr. Dixon. I know of instances where the Secretary of Agriculture 
is building those structures now. 

Mr. Poace. You do? 

Mr. Dixon. He is limited by the money he has. 

Mr. Poace. He is limited overall over the Nation by the money he 
has, but he is not limited as to any one structure, because he has cer- 
tainly enough money to build 8, 10, a hundred structures. 

Mr. Asernetuy. Under the ACP program ? 

Mr. Poace. He has $250 million. 

Mr. Jounson. I was looking up the facts. 

Mr. Drxon. $2,500 per person, that is the maximum. That is the 
maximum you can get under the appropriation act for this purpose. 
That limits him. 

Mr. Poace. I believe that would still be in effect if you passed this. 

Mr. Brown. I would rather take the million dollars or more that 
we paid to somebody for price support or crop support and use it for 
this, than I would do it that way. Iam for a limit on that. 

Mr. Jounson. I had occasion to look up the figures the other day 
on the appropriations appropriated for the ACP and the amount used. 
I am quoting from memory now. “iM 

I think there is a member here of the Agricultural Appropriations 
Committee. I think he can bear me out there was $38 million not used 
in 1953 and I think there was $4 million not used in 1954, and then I 
think another $36 million not used in 1955. 
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It looks like there will be $25 million this year. 

Are those figures about correct ? 

Mr. Brown. Of the appropriated money? 

Mr. Jounson. Yes. 

Mr. Brown. Then I think you should make it all mandatory. 

Mr. Poacr. That was the point I was raising. 

Mr. Anpersen. That is approximately correct. Of course, you al- 
ways have these additions at the end which have not been expended 
or committed. 

Mr. Poace. Are there any further questions of Mr. Brown? 

If not, Mr. Brown, we are very much obliged to you. 

Mr. Brown. Thank you very much. 

Mr. Poacr. Mr. Andersen has been w aiting for the last hour. 

I am going to ask Mr. Andersen, who has two bills before us, to dis- 
cuss them at this time. 

(Discussion off the record.) 

Mr. Anoresen. I have a companion bill with the one introduced by 
my colleague, Mr. Andersen. 

Mr. Poace. There are about 17 or 18 of them. 


STATEMENT OF HON. AUGUST H. ANDRESEN, A REPRESENTATIVE 
IN CONGRESS FROM THE FIRST CONGRESSIONAL DISTRICT OF 
THE STATE OF MINNESOTA 


Mr. Anpresen. Mr. Chairman, I want to defer to my colleague, so 
that he can make his statement, but let me say this, that we on this 
committee already recognize the need for changing the loan laws, par- 
ticularly the Farmers’ Home Administration law, so that in certain 
instances refinancing can be done to keep the far mer in business duri ing 
the time when his conditions are not very good and he cannot get loc al 
credit. 

Our bills are directed, among other things, toward that end. And 
I hope that not only your subcommittee, but also the full committee 
will give serious consideration to some modification in our credit strue- 
ture with referenc to aiding these farmers so that they can keep going. 

With that I yield to my good friend and colleague, Carl Andersen. 

Mr. Poacr. Mr. Andersen, this list shows that you introduced two 


bills. 


STATEMENT OF HON. CARL ANDERSEN, A REPRESENTATIVE IN 
CONGRESS FROM THE SEVENTH CONGRESSIONAL DISTRICT OF 
THE STATE OF MINNESOTA 


Mr. Anpersen. H. R. 8635 and H. R. 8654. 

Mr. Poage. Did you introduce H. R. 8656, Mr. Andresen / 

Mr. Anpresen. H. R. 8656 and H. R. 8655. 

Mr. Poage. All right then. 

Mr. Andersen, we are delighted to have you with us and alwavs glad 
to have you come before this committee and especially glad to have 
you come and discuss this matter of credit. 

Mr. Anpersen. Thank you, Mr. Chairman. 

It is always a pleasure for me as a member of the Appropriations 
Subcommittee for Agriculture to come before our companion commit- 












42 MISCELLANEOUS CREDIT 


tee, the Committee on Agriculture. That is especially true when I 
am privileged to testify before the subcommittee dealing with two 
subjects in which I am personally most interested ; namely, conserva- 
tion and credit. 

You have before you two of my bills, H. R. 8653 and H. R. 8654, 
having to do with the credit programs of the Farmers’ Home Admin- 
istration. Some of my colleagues have introduced similar bills, while 
others have indicated their support. These bills have been discussed 
in my own Subcommittee on Appropriations for Agriculture. I am 
happy to say that ney are supported in principle by our entire group. 

Now, [ have no pride of authorship. If these bills are sound legisla- 
tion, as I believe they are, I welcome all the support we can get. My 
purpose in appearing before you today is to testify in support of these 
proposals and my objective is to improve the credit situation in agri- 
culture. 

You are experts on agriculture. I have often said that in our two 
committees can be found more good, practical knowledge of agricul- 
ture and farm problems than in the entire executive branch of Govern- 
ment, and recent events tend to prove that contention. 

Every member of this committee is intimately acquainted with the 
problems of agriculture so I shall not take up your time or mine by 
a recitation of the circumstances or statistics that describe the prob- 
lems before us today. You know that as well as I, so I shall devote 
my brief statement to a description of the actions proposed by these 
bills to alleviate some of the conditions so heavily burdening many 
of our family-type farmers today. 

You are, I am sure, well aware of the price-cost squeeze that has been 
developing for several years in American agriculture. You know 
that our farm economy has been squeezed like a sponge, and almost 
every month we have seen the gap widen between prices paid and 
prices received by our farmers. 

It was inevitable in such a prolonged condition that a third ele- 
ment—credit—should be added to this already painful price-cost 
squeeze. As a result of the current price-cost-credit squeeze, our 
farmers are in a critical situation of diminishing return. 

Early in this squeezing process, while many of our farmers had some 
cash or credit reserves, they still saw a way to keep going by such 
extremes as deficit financing. However, as the cash reserves dis- 
appeared and the CC credit sources dried up, this last hope of many 
good farmers is rapidly disappearing. For many, it has already 
disappeared. 

H. R. 8653, under the present law, the Bankhead-Jones Farm Ten- 
ant Act, title II, provides for production and subsistence loans. Such 
loans may be made for a period not to exceed 5 years, and they may be 
renewed or extended to a total period not to exceed 7 years. 

H. R. 8653 simply amends the appropriate subsection of title IT 
to authorize the renewal or extension of such loans for a total period 
not to exceed 10 years. 

The purpose of this amendment is twofold. First, we have that 
category of present borrowers who, because of the decline in farm 
commodity prices and farm income, have had the maximum extensions 
authorized under the present law and are either now delinquent or 
faced with early assignment to the delinquent group. To permit this 
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condition to continue will benefit no one—neither the Government 
which must try to make collection on these delinquent notes nor the 
individual borrower whose credit is cut off and who is faced with 
claims for payment from the Farmers’ Home Administration. 

Second, we have another category of present or prospective bor- 
rowers who could keep their heads above the economic waters if their 
FHA loans could be extended or renewed over a longer period of time. 

The class of borrowers, with adequate and effective supervision 
from the Farmers’ Home Administration, can hope to work their way 
out of debt if the payments can be spread out over a longer period 
and the annual payments thus reduced. 

In summary, this bill merely provides the authority for the Farm- 
ers’ Home Administration to do what any reputable credit institution 
would do under like circumstances; namely, extend the repayment 
period of notes for those borrowers who have a reasonable chance 
for paying out under such extension but who would be faced with 
economic failure if their notes were not extended. 

Personally, I think it is just good business on the part of the Gov- 
ernment to do so. Certainly, we owe it to this class of borrowers to 
do all we can to help tide them over what we all hope is a temporary 
situation. 

H. R. 8653 carries no additional loan or appropriations authority. 
No additional obligations or expenses to the Government are involved. 

Now, gentlemen, in reference to H. R. 8654, may I make a short 
statement ? 

Under the present Bankhead-Jones Farm Tenant Act, the Secre- 
tary of Agriculture has broad authority to make or insure loans to 
eligible farmers. Until quite recently, however, the general au- 
thority to make loans for refinancing of existing indebtedness was 
quite narrowly interpreted and the Farmers’ Home Administration 
had little authority to make loans for that purpose. In addition, 
the present law doese not permit real-estate loans for the purpose of 
refinancing existing mortgages. 

H. R. 8654 contains more language than the other bill because it 
adds a new title V to the present act, but its purpose is equally simple 
and clearcut. It authorizes the Secretary to— 
make or insure loans to eligible farmers and stockmen for the purposes of re- 
financing, consolidating, renewing, or extending all or part of the existing 
debts of the applicant, whether unsecured or secured by real or personal property, 
and for farm operating and subsistence expenses in connection therewith. 

The proposed legislation makes no substantive changes in basic 
lending policies of the Farmers’ Home Administration other than to 
broaden the area of purposes for which money is loaned. 

In other words, the benefits of this title are extended only to farm- 
ers and stockmen on family-type farms who are unable to repay exist- 
ing debts and are unable to obtain credit for such purposes through 
private or cooperative sources. 

This amendment has two fundamental objectives. First, it fortifies 
by express language and increased lending authority the recent re- 
laxation of FHA regulations to permit refinancing of existing in- 
debtedness not secured by mortgages on realty. 

Although the Department has, as I indicated earlier, taken action 
along these lines, I feel it is imperative that the Congress specifically 
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provide by express language for this type of loans and also make 
additional loan authority av: ‘ailable. 

The second very important purpose of this amendment is to provide 
authority for loans to refinance existing farm ore. It is obvi- 
ous that many farm operators who today wouldn’t have a ghost of a 
chance to finance the purchase of a farm under the present farm com- 
modity price level, were able to do so with relative ease just a few 
years ago. 

Then these farmers, many of them World War II and Korean vet- 
erans, took their savings to the local bank, an insurance comp: ny, or 
building and loan association, and applied for a mortgage on a farm 
they wanted to buy, they found such institutions willing to take a 
mortgage for the balance on that farm. 

Ww ith the aver age commodity price level around 100 percent of 
parity and the national economy in good shape, this did not look like 
an undesirable risk. 

Today those same veterans and other farmers who had not had an 
opportunity to liquidate their mortgages in boom times in agriculture, 
are unable to meet their mortgage payments. With the commodity 
price level at 80 percent of parity, this 20-percent reduction in income 
as related to parity has meant the difference between success and 
failure. 

We hear a lot about so-called inefficient farmers who, according to 
some self-tyled experts, may have no business staying in agr iculture. 
We hear a lot of loose talk about uneconomic units which should be 
liquidated and the land consolidated with other farms to establish 
so-called economic units. 

Now, I don’t subscribe to these questionable theories as they apply 
to our farm people, but even if I did I would be quick to deny that 
the class of farmers we seek to help through this legislation necessarily 
fall into either of these definitions. 

The farm people I am talking about are good farmers, a great many 
of whom are veterans to whom we have at least a moral ‘obligation, 
and they are operating good farm units. Many of them have had 
the benefits of GI on-the-farm training at considerable cost to the 
Government, and at great personal efforts on the part of themselves 
and their families. 

They are the type of people who deserve a chance to stay in agricul- 
ture and can do so if a means is provided for them to refinance their 
mortgages over a longer period of time. 

One does not have to be an economic expert to see what has happened 
to a young veteran who came home from World War II or Korea, 
married the girl back home, and set out to buy a farm with his savings, 
mustering- out pay, etc. He bought a good farm with a 10, 15, or 20- 
year mortgage, entered the GI training program, and the world 
looked rosy. 

The county agent became his friend, his GI instructor helped develop 
a balanced farming program, and he became an SCS cooperator deter- 
mined to make something better out of the land he called his own. 
With the arrival of junior and his little sister, he felt this country had 
been as good to him as he had been faithful to his country. 

Then the bottom began to fall out. The 100 hogs he had marketed 
in 1949 for $6,000 left a a comfortable net of $2,500 to make his mor tgage 
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payment. The 100 hogs he marketed in 1952 brought $4,500 with a 
net of $1,000 to apply on his mortgage. 

But the 100 hogs he marketed last winter for $2,500 left him no profit, 
and his income from other marketings was insufficient to meet the 
mortgage payment. 

The end of his world, and his little family’s world, too, if you please, 
has come if some way is not found for him to refinance that mortgage. 
Obviously, with the deterioration that has taken place in our farm 
economy in the past few years, no private lending authority is going to 
give him the chance he must have. A few may even welcome the 
chance to foreclose on him and take his improved farm away from 
him. Another family farm will have been eliminated, and a farm 
family with it. 

The proposed legislation will authorize the Farmers’ Home Admin- 
istration to refinance mortgages and other existing indebtedness in 
those instances where the prospective borrower has a reasonable chance 
to succeed under the new financing. 

Such loans secured only by chattel liens shall be repayable within 
the normal useful life of the chattels or at the normal marketing time, 
while the real-estate mortgages may be made for as long as 40 years. 

It can be readily seen that by extending the repayment per ‘iod and 
reducing annual payments as much as 50 or even 75 percent, many 
farmers now faced with economic failure can work their w ay out of 
the squeeze they are in. 

This bill provides an additional annual loan authority of $50 million. 
It also authorizes the appropriation of funds for the administration of 
this new title. 

Although I have no firm estimate of the administrative funds needed 
for this purpose, the needs should be moderate as the organization 
already exists and will need only implementation where the volume 
of work demands such implementation. 

I think we can assume for these new loans as good a repayment 
record as has prevailed in the past on other FHA loans. Therefore, 
it is reasonable to say that the ultimate costs of this program to the 
Treasury will be slight, indeed. The potential benefits are so great 
as to permit no real comparison between costs and benefits. The ratio 
outa be tremendous in favor of the benefits. 

Conclusion: I have taken some time to explain these bills and out- 
line the need for such legislation. In conclusion, I would like the sub- 
committee to know that this matter was discussed with many farmers, 
representatives of the major farm organizations, officials of the Depart- 
ment, and others before the bills were drafted. Virtually all of them 
recognized the need for such legislation. The Department assisted in 
the drafting of the bills themselves, so should have no serious objection 
to their contents. 

Since the bills were introduced, they have been generally endorsed 
by all who studied them. Personally, 1 wanted before testifying 
before you to get the best judgment I could on these bills, so I asked 
the supervisors and committee members of the Farmers’ Home Ad- 
ministration in the 19 counties of my district to discuss them with 
farmers and give me their best judgment on them. 

All but 2 of the responses were highly favorable, and 1 of those 2 


merely questioned the advisability of refinancing all farmers’ debts 
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which should not occur under either of these bills. I will not take 
the time of the committee to read from all of these letters. 

May I thank the chairman and members of the subcommittee for 
the gracious reception you have given me on this and on every other 
occasion I have appeared before you. You have demonstrated an 
intense interest in agriculture and a deep understanding of the prob- 
lems farmers must face. 

I hope that you can agree to the wisdom of these proposals. If so, 
then I also hope that action can be taken on them early enough in the 
session for us to provide the necessary funds for their implementation. 
I believe the need is urgent, and although I cannot speak for my sub- 
committee I can assure you that every member of the subcommittee 
is equally interested in this problem and I am confident that they will 
act with dispatch on any request for funds. 

I thank you again for your courtesy. 

Mr. Poace. Thank you. Thank you for bringing us this instructive 
statement on these bills. You always bring us something worthwhile 
when you come before our committee. 

Mr. Anpersen. Thank you. 

Mr. Poace. I want you to understand that I appreciate the attitude 
that inspired you to bring these bills to us. And I want to ask you 
a little bit about them not in the way of expressing opposition to them 
but rather to try to be able to answer such questions as I know are 
bound to follow. 

The first bill, which extends from 7 to 10 years the total period of 
time in which a man may remain a client of the FHA has a laudable 
objective. I know we will be asked the question whether we should 
open the door to prolong the agony as it were of those who are not 

able to make any payments. Is there any possibility that this may in 
a good many cases be used simply to drag the day of liquidation on 
for an additional 3 years? 

Mr. AnpersEN. I do not feel that that would be the case, Mr. Chair- 
man. As you know, now these production-subsistence loans are made 
for a period of 5 years with a possible extension of 2 years without 
becoming delinquent. 

Mr. Poace. That is right. 

Mr. Anprersen. The purpose of this particular bill is to extend that 
to 10 years, so that the stigma of delinquency is not attached to that 
particular borrower. It happens that the man who is in partners 
with me today is a client under this particular section. He has told 
me that because of the approximate 50 percent which he and I received 
for our barley, oats, rye, flax, approximately two-thirds of which we 
received for our corn in comparison with 1947 and a few years there- 
after, he has told me that it would be of much assistance to him, for 
eX: imple if he could go up to his county supervisor in Lincoln County, 
Minn., and ask that he be not forced to pay the full increment on the 
loan this year. 

That is the type of man whom I have in mind. He could, of course, 
pay up. 

Mr. Poace. But he would not have operating capital then? 

Mr. Anpersen. He would not have operating capital. That man 
today desperately needs a new tractor. I do not feel it is good busi- 
ness to strip a man of all of the cash which he does have, to force 
him to pay within the required 7 years where perhaps a little tailing 
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off for an additional 3 years would give him the opportunity to oper- 
ate as he should. 

Mr. Poace. I think that we can all agree on that. Certainly I 
can accept that. 

Would not we have the man who from the very beginning probably 
made a bad loan, it was a mistake—we have a few—they have never 
been able to pay, they were mistaken from the very beginning? 

Mr. AnverseN. That is correct. You will have them. That has 
acted for the 7 percent loss we have had over the years in these many 
hundreds of million dollars of loans. 

Mr. Poacer. Now, in addition to those people, we will have people 
who are just getting along and who might have made out had the 
price remained remunerative, but, of course, who cannot make out now 
under the present prices. They are obviously going under. 

Mr. Anversen. Of course, now, my second bill, as you know, Mr. 
Poage 

Mr. Poace. Your second bill requires that there be a showing that 
he can reasonably be expected to make a success ? 

Mr. ANnpersEN. That is right. 

Mr. Poacr. I do not understand that the first bill does. 

Mr. AnpersEN. The first bill simply amends the extension, that the 
length 

Mr. Poacr. The period of time. 

Mr. Anpersen, That is right. 

Mr. Poacer. The only point I am making is, is it not sometimes to 
the advantage of the individual to have a showdown, be relieved of his 
debts—in other words, go through the wringer—is that not some- 
times helpful? That is why we pass bankruptcy laws, that is, to en- 
able a man to make a new start. 

If it becomes utterly hopeless are we doing him or the Government 
or anybody else any good to drag it along ? 

Mr. Anbersen. No; we are not. 

Might I suggest that the bills before the committee here are simply 
in the line of suggestion. I, certainly, have no pride of authorship, 
Mr. Poage. I simply joined with other members in placing them be- 
fore you for discussion. And certainly an amendment such as you 
suggest would be all right. 

Mr. Poacr. All I am doing is thinking out load. But I would 
agree with your basic principles. 

Mr. Anpersen. That is right. Undoubtedly, other amendments 
might have to be joined up with this particular bill to make it really 
effective. 

Mr. Poacr. You do think there might be some reasonable basis for 
at least considering letting this authorit y—— 

Mr. Anpersen. I would have no objection to that. 

Mr. Poage. Or giving the authority to the Secretary of Agriculture 
to terminate the loans at 7 years? 

Mr. Anprersen. In cases where they cannot see the light in the next 
3 or 4 or 5 years, I would say, close them out for their.own good. 

Mr. Poage. The average man when he is getting up in years is better 
off closed out than to continue to drag that debt along and let it always 
increase as it does every year. 

Mr. Anversen. That is right. I am, glad to say this, in my con- 
gressional district, in the 19 counties, we have boards of supervisors 
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in those particular counties who really show a great interest in this 
work, and before they will authorize certain loans to be made they 
have that very thought in mind. They are very careful to know to 
their own satisfaction that the man does have a chance to pay out in 
the not too far foreseeable future. 

So I really am not too fearful about that particular point but what- 
ever the committee might want to do toward safeguarding it, why you 
gentlemen after all have had far more experience in this than I per- 
sonally have had. 

Mr. Poace. We let our personal experience influence our judgment. 
I have in mind a case I knew quite well of an individual who started 
out with FHA financing him. He bought an old secondhand tractor. 
He was renting a farm on a 5-year lease which was a very good ar- 

‘angement. 

Everything went along all right. He made some payments. One 
day his tractor caught on fire and seriously burned him. The man 
has not been able to work for several years now. 

I think that continuing that loan is of no value to that man, the 
Governinent, or anybody “else, because it is perfectly obvious so long 
as that man cannot work he cannot make a living on that farm. 

Mr. Anpersen. [think you are right. 

Mr. Poace. The quicker the Government closes it out, why the less 
his loss is bound to be. 

I just think th: at it isa better deal for everybody to close it out. 

Mr. Anpersen. I do feel, though, that in comparison to such cases 
you will have at a2 9 cases to such 1, 

Mr. Poaeer. I think you will. 

Mr. Anpersen. That will be benefited through this proposed legis- 
lation. 

Mr. Poage. Al} I am suggesting is that we should try to make some 
arrangements so that the Administrator could go either way with it. 

Mr. AnpersEN. I agree with you. 

Mr. Drxon. On that point, the gentleman from Minnesota would 
agree, would he not, that that type of farmer would not get a renewal? 
He would not be eligible to have it. 

Mr. Poace. I think he is under the first bill. 

Mr. Anprersen. Under the first bill, as Mr. Poage says, unless the 
committee would see fit to do otherwise. As I said, certainly, the 
bill that I have presented here is just a suggestion. 

Mr. Poage. I do not know that you can improve on your bill. All 
I am suggesting is that. we should, I think, try to find language that 
will help that local committee, because that committee is in a terrible 
disadvantage of trying to say, “Here is Carl Andersen—he is our 
good friend out here—and he has suffered i injury and we do not want 
to say that we will for eclose on him. We are just not going to take 
that responsibility.” 

I mean, that is the position the local committee is in. They almost 
have to go on. Even they and the man himself might agree that it 

ras to his interest to clean the slate then and there. The public 
reaction is such that if it is placed in the discretion of the local com- 
mittee completely, they almost have to go through with it or they just 
cannot live in the community. 

Mr. Anprersen. I think that language should be inserted if needed 
to cover what you bring up. 
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Mr. Poagce. I was just thinking we could put that authority up with 
the Secretary or above the local committee, because they cannot stand 
that kind of pressure, in my opinion. 

Much of the same sort of thing I wanted to ask you about the other 
bill. That is, the criticism that : you know comes—how do we answer 
the criticism that comes? 

[ have attempted to answer it in the past but how do we answer it? 
That we are just getting a bill here to bail out the banks. Frankly, 
I want to say that I felt we had to do some more baling out of banks 
if we are going to save the credit situation. 

Mr. Jounson. Will you yield at that point. Last week we had the 
Wisconsin bankers visiting us and the president of that association 
was in my office. He made the statement to me and he made it toa 
reported for the Milwaukee Journal that the price of hogs in Grant 
County—and you folks who are not acquainted with that section, it 
is down in the southwest corner next to lowa—they made a survey 
there—they had the county agent and different banks in—and they 
went over their loans. 

He said that if the price of hogs stays at 10 cents in Grant County 
by next April there are 300 farmers who will have to be liquidated 
because the value of their assets have gone down to such an extent that 
the banks cannot carry them any longer. 

Of course, they are interested in legislation that will allow them 
to turn these good loans of farmers that they think will make good, 
to turn them over to some Federal agency. They do not want a new 
agency, but are interested in legislation that will take care of that. 

Mr. Poace. Of course. I fully sympathize with what Mr. Ander- 
sen suggested here about an agency to carry those loans that the banks 

‘annot carry. Iam just asking what do we say to these ae whose 
argument is that, “You are just bailing out the banks.” I do not 
think we are. 

Mr. Anpersen. My first answer to them is that they do not know 
the topic under discussion, because this cert: ainly is not. legislation 
designed to bail out any banks. This legislation is designed to help 

a group of people, mainly veterans who have pe place else to turn to 
because after all the clients of this particular Farmers’ Home Admin- 
istration must have run the gauntlet of other private loan organizations 
before they can get even a loan from the FHA. That is why through 
the years I have been personally most interested in the Farmers’ Home 
Administration more than any of our other credit institutions, because 
please keep in mind that it is the only possible source that the lower 
strata of our farm element can turn to to stay in business. 

Now, take the other recourse. Say, if we did not have the Farmers’ 
Home Administration for them to turn to, what would happen? We 
would have simply a big direct relief proposition on our hands. It 
simply comes to that point. Is it good policy for the United States of 
America to permit a segment of our population to go under and unnec- 
essarily so? 

I say unnecessarily so, because the past record of FHA, the past 
record, shows that the taxpayer as a whole has long only 7 percent 
of the total moneys amounting to nearly $1 billion or more in loans 
through the Farmers’ Home Administration for various purposes. 





50 MISCELLANEOUS CREDIT 


And I think that 7 percent over these years is a might small price 
to pay for enabling hundreds of thousands, you might say, of farmers 
to stay in business. 

If we did not have the Farmers’ Home Administration it would not 
only affect those particular farmers themselves, but in many areas, 
especially in these dr ought areas, it would put a kind of a blight upon 
those particular communities and would break a good many ‘banks in 
those particular communities. 

Mr. Poace. That is unquestionably so. I agree with that reasoning. 

It seems to me, however, that we possibly ought to frankly say, 
“We will bail out some banks but there is no other ' way to do it.” 

Mr. Jounson. Would not the legislation help those particular 
banks? A lot of loans could be serait over to the FHA. 

Mr. Poage. It would help the banks. 

Mr. AnversEN. It would help anybody in the community. 

Mr. Poaae. I have no objection to helping the bank so far as I am 
concerned. 

Mr. Jounson. I am not objecting either. I am asking if your leg- 
islation would not take care of these situations that this partic ular 
banker was mentioning to me—the good farmers whose security has 
gone down? If the bank could under the law continue to carry the 
man, he would probably work out of it. 

Mr. Anpersen. Well now, gentlemen, remember this, that that par- 
ticular farmer who is in difficulty with his local bank, he would have 
to qualify under FHA for any loan to bail him out so to speak, but let 
us remember this gentlemen, that statistics have come out which show 
that the price of land values all throughout America, farm values, 
have gone up. 

And believe it or not, I have been in the farm business and farming 
long enough to know from experience, from back in the twenties and 
thirties that these insurance companies and these others will be only 
too glad to step in and take over some of these farms today in which 
these veterans have got into difficulties because they can get in there 
and put them out of business. 

Sure, they will be bound to take care of their own equity. They feel 

they are bound to get in there and protect their depositors’ interest. 

But it is not to the best interests of the United States of America 
to permit 200 or 300 farmers in any one particular county to go under. 

Those gentlemen who have joined with me in this are trying to look 
ahead a year or two. It is not as bad today as God knows it will be 
next year, if the price level continues as it is. We are trying to do 
something in time so as to take care of this which inevitably will 
happen 

Mr. Drxon. I believe we can improve on our answer about this 
being just to bail the banks out. And I think we should use every 
argument we have in our favor for that, by going over the experience 
we had in 1929, 1930, 1931, and 1932. We know that then the banks 
and the building and loan companies were just loaded to the gills with 
sour real-estate mortgages, and FHA came along and the people then 
said, “Well, they are unloading on the Government,” which they did. 

But it was not more than a year or two before all of those loans 
sweetened up and a fine profit was shown on all of those loans. 

The banks have to keep their paper liquid. And even the interest, 
if it goes a year past due, it is a statutory bad note. 
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Mr. Jounson. I was not saying that. I was just telling the situa- 
tion. I was asking if this would help this situation. I was not making 
any statement that this bill was to bail out the banks. I was just telling 
of the situation that exists. 

Mr. Dixon. I was not referring to you. Our chairman said we 
have—— 

Mr. Poace. We have to answer that. 

Mr. Drxon. To provide an argument that we are not passing this 
bill to bail out the banks. 

Mr. Poace. We are not, any of us, objecting to it. We have to dis- 
cuss that question. We have to answer that question. 

Mr. Dixon. If the interest on a bank loan is a year past due it is a 
statutory bad note and the bank has to take it out. That farmer might 
be solvent in every way. I think that history will help to fortify us 
that we are not just bailing out the banks. It is just a temporary 
situation. 

And the history from 1929 and 1930 and 1931 and 1932 will justify us 
in what we are trying to do here. 

Mr. Anpersen. Certainly, Mr. Johnson brought out the point he did 
just to show, as you did, the arguments that we will be up against in 
this proposed legislation. 

Mr. Poage. There is no use of our bringing this to the floor unless 
we are in position to defend it. 

Mr. AnpersEN. That is right. Mr. Johnson has also brought out 
the fact as to the economic future of about 300 farmers in Grant 
County, Wis., that he mentioned. I think that in itself is a good 
example of what we can find almost all through rural America. 

All this, gentlemen, is something designed toward cushioning the 
credit shock, you might say. 

I sincerely hope that you gentlemen will see fit to give it the con- 
sideration you feel it deserves. 

Mr. Poace. I am sure we will. 

Mr. Jounson. This same president of the Wisconsin Bankers made 
the statement that most of these farmers are good young farmers; 
that if they had a chance to work out, they would. But under the 
bank legislation as it is, all the bank can do is to call the young fel- 
Jow in and say, “I think you better get out of farming; your secu- 
rity is getting down. You can get out now, you will have something 
left; if you wait a little while longer, there won’t be anything left.” 

Mr. Dixon. The bank has to keep all of its paper current. The 
Government does not have to. 

Mr. AnpersEN. In my section of Minnesota, and in the eastern part 
of South Dakota, we are beginning to see advertisements in the local 
newspapers signed by various implement company dealers in the var- 
— villages notifying the farmers from now on all business is strictly 
cash. 

In other words, any man who has his ear to the ground knows that 
something is happening out through that Midwest which is dangerous 
to our national economy. And this major bill, the new title to the 
Bankhead-Jones Farm Tenant Act, would simply do this: 

There is a young veteran who perhaps has paid maybe, say, $12,000 
cn the $20,000 mortgage that he has on his farm. He is beginning to 
get into difficulties because of the price level of the farm commodities. 
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Well, now, under this the Farmers’ Home Administration can come 
in and look over his general situation and they can see where he has 
perhaps a couple of thousand dollars that he is finding difficulty to 
pay in his local bank. 

He has some bills scattered around throughout the community. He 
needs perhaps $6,000 or $7,000 more to get on a stable operating finan- 
cial condition. 

According to the way I would like to see the legislation drafted I 
would like to see the FHA empowered to go in there and if they deemed 
that that loan is feasible and will be repaid by gathering together 
all of these debts under one head, covered by the real estate mortgage, 
they will be empowered then to give to the young man additional 
credit to clean up his local obligation. They will give him further 
time and smaller payments, gentlemen, to meet his payments, so to 
speak. 

I think everybody in that immediate community will benefit. 

Mr. Hix. Will you yield? 

Mr. Anpersen. Yes. 

Mr. Hirxw. Let me ask you this question: I noticed you introduced 
your bill January 23. I introduced a bill on March 8. And I have 
this new section in mine, and we tried to work this out so it would fit 
these conditions. 

I would like to read you that section and see if you would go along 
with it because that is what we have tried to do here is to add on these 
little refinements that will enable the farmers FHA to do these very 

things. Listen to section 17: 

Add a new section 17 which will provide the Secretary with tem- 
porary authority during the next 3 fiscal years to make and insure 
loans solely for refinancing existing indebtedness of farmers who 
qualify for assistance under the amended act. The total of such 


refinancing loans insured in any fiscal year shall be limited to $50 
million. 


That is the section in my bill. 

Mr. Anpersen. I believe, Mr. Hill, you are trying to do the very 
same thing that Iam aiming at and these other gentlemen are aiming 
at. 

Mr. Hix. That is right. Let us get at the other thing I wanted to 
‘all your attention to. That is 

Mr. Anpersen. Exe cept one point, Mr. Hill. I question the ad- 
visability of putting a 3-year limit in here. 

Mr. Hitz. That is very easy to strike out. 

Mr. AnpeERSEN. Yes. 

Mr. Hitt. That is a matter of words. 

Mr. Anpersen. I would like to see this available at any time when 
hard times do hit. 

Mr. Huw. Yes. 

Mr. AnpersEn. That they are available. 

Mr. Hi. Sometimes we do not have time to amend them in times 
of hard times. 

Mr. Dixon. Will you yield before you leave that? Is that section 
you just read just confined to real estate mortgages / 

Mr. Hinz. This section 








Mr. Dixon. Farm ownership loans in your bill ? 
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Mr. Hitt. The insurance loan in connection with the mortgages on 
the land, and refinancing the farm to keep the man on the land. 

Mr. Drxon. It would not be your production and chattel mortgages. 

Mr. Hix. Let us get to the other section. That is where I call your 
attention to your other bill which you introduced the same day, which 
is an amendment to title II. Under title II we made a change in 
the name. This was made with the consent of the counsel down 
there at the Agriculture Department. You would amend it so as to 
read : 

“From production and subsistent. lo: 

1 “Operating loans.” 

Now the new title would authorize the operators of family-type 
farms to pick up all of the debts, including the interest on the loans 
he had from the banks, provided the Home Loan Administration and 
the banks agreed that this man had a reasonable chance—I am sure 
Tam right on that~to succeed. 

These loans under my bill can be made for 7 years with an option 
of 10. We tried to get every refinement in this bill that I introduced 
that we possibly could, but I am not talking about the authorship in 
any sense of the word. 

I am just talking about something that we can do and do it now. 
I think time is of the essence. 

Mr. ANpDERSEN. We are simply presenting this, gentlemen, as per- 
haps a little piece of cloth into which will be woven the things which 
the Committee on Agriculture feels to be necessary to make good 
legislation. 

I think there is no question but what several amendments, various 
amendments will have to be made because after all it is your commit- 
tee’s prerogative to decide through the judgment which you have, 
and have proven in the past as to ‘what would be the right kind of a 
bill. 

I have no pride of authorship, Mr. Hill. All I went to do is to see 
something done about this question before it is too late. 

Mr. Hix. Let me say to Mr. Andersen that I kno what it is in his 
heart and I know in the hearts of all of us on this subcommittee and 
all on the Agriculture Committee—that we feel the same way. It 
is to get something that will operate and operate now. 

I want to congratulate our chairman of our subcommittee in the 
haste that he has taken to bring these various bills up. I hope this com- 
mittee can act quickly and get ‘them on the floor of the House. I think 
none of us should be too particular about what it says, as long as the real 
object of the bill will be maintained. 

Mr. AnveRsEN. We are fortunate to have gentlemen such as Mr. 
Poage and others at the head of this committee. 

Mr. Poacr. Mr. McIntire has been wanting to have recognition. 

Mr. McInriee. I certainly want to express my appreciation as a 
member of this subcommittee for the presentation you have made on 
this matter this morning. 

Do I get the thought correctly here, Mr. Andersen, the one thing 
that we are doing in H. R. 8654 is to extend the lending authority 
of the Farmers’ Home Administration over to the field 

Mr. AnpversENn. Of refinancing, you are correct. 

Mr. McInrire. And security on real estate. That is the one function 
which they are not permitted by the law to do now. 
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Mr. AnpersEeNn. They do not have the power today to go in, as I have 
said, and look the situation over, and bring all of the man’s liabilities 
together in one part and refinance it. They do not have the power 
today to do that. And there will undoubtedly be thousands upon 
thousands of young veterans who if not in direct difficulties today 
will be increasingly so this coming year. That is the main purpose 
of this bill. 

Mr. McIntire. Could you give us perhaps the benefit of your coun- 
sel on 1 or 2 points? 

When you get into this refinancing of indebtedness and using the 
real estate as collateral to it, then I think your bill certainly does 
imply that there shall be a reasonable indebtedness situation there. 

Mr. ANpeERSEN. Yes; distinctly so. 

Mr. McIntire. Do you have 

Mr. Anprersen. The loan must be feasible. 

Mr. McIntire. I notice over here on page 3 that you refer here 
in line 20 to the fact that it is to be based on the earning capacity or 
normal market value of the applicant’s farm and the fair, reasonable 
market value of his chattels. 

Also, beginning with line 7, it says the total principal indebtedness 
of any applicant at any one time shall not exceed the fair and reason- 
able value. 

Do you have in mind here that this type of financing shall involve 
debt adjustment? I am harking back to my recollection of early days 
wherein with the land bank commissioners loan, in order to refinance 
indebtedness using the land bank commission loan it was necessary 
that you loaned up to the maximum of the 75 percent; if you did that, 
it was necessary to adjust debts to come within that indebtedness 
structure which was somewhat controlled by the appraised value of the 
farm. 

Is it your thought by this language that you are getting into debt 
adjustment? Iam not quarreling with the idea, I just want to know 
what your thought was. 

Mr. Anpersen. I do not think today that it is necessary. The situ- 
ation is not bad enough to foresee much necessity for debt readjust- 
ment. Two or three years more, unless something like this is done, 
Mr. McIntire, I can easily foresee we will be up against some such 
situation, 

Mr. McIntime. But the language here is not intended to be inter- 
preted as requiring debt adjustment ? 

Mr. Anpersen. I did not have it in mind, I might say, personally. 

Mr. McIntire. One other point, Mr. Andersen, if we might have 
your counsel on this. You will recall, I am sure, that in the appraisal 
of land bank loans and in the same case with land bank commission 
loans when those were permissible that we used for the lending base 
the normal agricultural value of that farm, and not the normal market 
value. 

I notice the language of your bill is the normal market value. 

Mr. AnperseNn. I think after all that is the equity behind any loan. 

Mr. Poaer. Yours is not that. Yours is a combination or a choice 
based on the earning capacity or the normal market value. 

Mr. ANpDeERSEN. Or combination of the two. 

Mr. McIntire. A combination of the two? 
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Mr. Anperson. Yes. You will see based on earning capacity or 
normal market value, but certainly if the normal market value of a 
piece of land if high enough to justify the land, I would take no 
exception to that, regardless of whether it perhaps might be shaded 
because of its supposed agricultural earning power, but here in this 
proposal we are putting the two together. 

Mr. McIntire. One other question: There is nothing in this legis- 
lation that would indicate whether or not you were considering the 
FHA having a prior lien or would you consider they could go into it 
with a junior mortgage to, let us say, the Federal Jand bank loan ? 

Mr. ANnpersen. That would be a matter over which I wish you 
gentlemen would use your own good judgment. I have not gone into 
that detail. 

Mr. McIntire. Just one other point. Under existing authority 
of the FHA, they can lend up to 90 percent. Is it your thought 
that in a refinancing arrangement that there be any upper limit? 

If so, what limit would you have ? 

Mr. Anpersen. We do not propose in this particular legislation 
any basic change in the substantive Farmers Home Administration 
Act: We are not proposing to change the basic regulations at all. 
We are simply easing the whole situation, Mr. McIntire. 

Mr. McIntire. It would be framed then into the present appraisal 
policies of FHA in relation to the purchase of farms and things of 
that sort ? 

Mr. AnpverseN. I would say so, along a line as generous as possible, 
taking all things into consideration. 

Mr. McIntire. The reason why I asked those questions is because 
of the fact that we are moving, in this legislation, into an entirely 
new era. 

Mr. AnversENn. That is correct. 

Mr. McIntire. Which does require certain very definite bench- 
marks to be established in order to set out an appraisal policy and 
lending policy, and things of that sort. 

Mr. Anversen. That is correct, Mr. McIntire. It is very, very 
far-reaching legislation but at the same time I feel it is very neces- 
sary legislation designed to do a lot of good to people over America. 

Mr. McIntire. Bear in mind, I am not objecting to that. 

Mr. ANnpersEN. I am sure you are not. We have had previous 
conversations relative to it and I know of your interest in trying to 
do whatever we can do. Naturally, the mechanics of the situation 
need development. 

Mr. McIntire. Thank you. 

Mr. Anversen. Thank you, Mr. Chairman. 

Mr. Poacr. Mr. Hoeven wants to make a statement. He has simi- 
lar bills. Isee Mr. Magnuson is here. 


STATEMENT OF HON. CHARLES B. HOEVEN, A REPRESENTATIVE 
IN CONGRESS FROM THE EIGHTH CONGRESSIONAL DISTRICT OF 
THE STATE OF IOWA 


Mr. Hoeven. I introduced H, R. 8684 and H. R. 8685, which are 
similar to the bills introduced by Mr. Andersen and other Members 
of the House of Representatives. 
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I want to concur in what Mr. Andersen said as to the merits of 
this legislation. I think he made a very fine presentation. 

I am also mindful of the fact that the subcommittee, in particular 
and the Committee on Agriculture in general, are vitally interested 
in the welfare of American agriculture. We, so to speak, are the 
guardians of our agricultural economy and we want to do every- 
thing we can to put our agricultural economy back on its feet. 

I think that the bills you are considering this morning are strictly 
in an emergency category, although it may be true that there are 
some departures from basic law, we must meet the emergency as it 
exists today. 

The people I am particularly concerned about are the veterans 
of World War ITI and the Korean war, who are definitely in the price 
cost squeeze. They are great Americans, the finest type of farmers, 
and they really are in distress. I think they should have some help 
now. 

The record, so far as FHA loans are concerned in the State of Iowa, 
show that we stand at the top of the list as far as the liquidation of 
loans is concerned. The Governor of Iowa and representatives of 
certain loan agencies met recently and found that there was a need for 
at, least $6 million in additional loan authority in the State of Iowa 
alone. 

I do hope this subcommittee will consider this legislation very 
carefully. It should retain its emergency character in every respect 
and it should apply only to those farmers who have a reasonable 
chance of working out of their credit difficulties. 

i think if we do that we will be meeting a real need now, an emer- 
gency need which will be of great benefit. to not only the young farmers 
but our entire agricultural economy. 

Mr. Jounson. What was that last statement ? 

Mr. Poacr. With your last statement I just wondered. You said 
in the beginning that you were interested primarily in veterans of 
World War II and the Korean war and they were great Americans. 
We all agree with you. 

But then your last statement seemed to indicate you intended to 
apply it to everybody. Would you apply this legislation to every- 
body alike but put a difference between these wars and anybody else ¢ 

Mr. Horven. No; I would not. 

Mr. Poace. I would not, either. 

Mr. Hoeven. Not at all. I do not want to discriminate at all. I 
only mean to say that I am receiving complaints from veterans of 
World War II and the Korean war who in my section of. lowa are 
definitely in a price-cost squeeze. 

We say in Iowa that our hogs are our mortgage lifters, and with the 
low price of hogs at the present time, are having a little diffic vulty in 
meeting some of their obligations. 

Mr. Jounson, From what you said, the survey you made in Iowa, it 
showed it was about $6 million needed for the State of Iowa. 

Mr. Horven. Yes. 

Mr. Jonnson. Do you think the $50 million limitation is too low? 

Mr. Horven. The bill would apply to 48 States so the $50 million 
figure might be a bit too low. That is something that should be care- 
fully considered. Our best judgment in Iowa is that we need some $6 
million additional loan authority. 
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May I ask unanimous consent, Mr. Chairman, to present for the 
record at this point two statements by my colleague, Representative 
Schwengel of lowa, in support of H. R. 8752 and H. R. 8753, similar 
bills ¢ 

Mr. Poaae. Yes, sir. 

Without objection they will be inserted. 

(The statements are as follows:) 


STATEMENT OF HON. FRED SCHWENGEL ON H. R. 8752 


Production and subsistence loans by the FHA, for which a maximum 10-year 
term is proposed in H. R. 8752, are made to help low-income farmers develop 
efficient farms, adequate to produce an income the farmers can live on. Loan 
proceeds are used primarily to purchase productive livestock, machinery, and 
equipment; loans also are made for current operating expenses. 

The loans have been productive, and repayment experience has been good. 
Principal written off has been only a fraction of 1 percent; reserves for losses 
on loans are about 4 percent. The borrowers who finished repayment of their 
loans in 1954 had repaid their loans in 4 years, on the average. They had 
increased. their net worth, their equity, on an average of nearly $3,500 over 
the borrowing period, through the greater and more profitable production which 
the loans had made possible. They had increased their gross annual income 
by an average amount of nearly $1,800 per year. The adjustments brought 
prompt and genuine increases in net income, as indicated by the gain in net 
worth. 

The repayment problems of farmers who now are indebted to FHA for pro- 
duction adjustment and subsistence loans are greater than those of farmers 
who borrowed in 1949 or 1950 and repaid in 1954. The average size of loan 
has grown over the years. Over the period 1946-54 the average initial loan 
for farm adjustment was $1,955, and subsequent loans for adjustment averaged 
$874. In 1954 and 1955 the av erage initial loan had risen to more than $3,200 
and the average subsequent loan to more than $1,100. The subsequent loans 
are 11% to 2 times as numerous as initial loans in different States. The average 
borrowed for adjustment, in other words, is approximately as great as the 
average gross annual income of FHA borrowers. Farm prices have been falling 
since 1951, and living and operating costs have been stable or rising. The net 
effect is that the farmer has to borrow more to make his farm efficient and 
adequate, and the rate of return gained from each dollar borrowed and put into 
machinery and livestock has fallen. 

When investments become less productive, the farmer requires a longer time 
to recover the cost from the additional current income obtained from investment. 
The farmer-borrower either has to find ways of restricting his consumption in 
order to meet his principal and interest payment, or he has to reduce the annual 
payments by making them over a longer period. The farmers who borrow from 
FHA are low-income farmers when they borrow, and even after improving their 
operations their incomes are small by any modern standard. There is little 
that they can cut out or reduce, in living expenses. 

When continued drought, or crop failure or other natural of economic diffi- 
culty is visited on FHA borrowers, there is only one way to treat their obliga- 
tions to FHA. That is to extend the time for repayment so that the farmer’s 
net income will suffer less. Longer repayment terms will give the borrower 
more chance to hit a good year or two and make real progress in cleaning up 
his debt. 

The increase of maximum term of loan from 7 to 10 years has been recom- 
mended by the FHA on the basis of their experience, to meet the needs of their 
borrowers. 


STATEMENT OF Hon. FreD SCHWENGEL ON H. R. 8753 
STATEMENT ON H. R. 8753 


The Farmers’ Home Administration now refinances borrowers only on operating 
expenses incurred within the year, and cannot refinance where there are liens 
on livestock, machinery, or on land. The proposed legislation, H. R. 8753, would 
authorize refinancing of both real estate and chattel mortgage debt. 
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The bill would authorize a modest program, not exceeding $50 million. The 
purpose is not to take over a large part of the existing debt of farmers, but to 
encourage established responsible leaders to take care of farmers’ needs, giving 
lenders and borrowers assurance that if borrowers find their funds endangered 
in doing so, they will have the protection of a place where the farmer can refinance. 

Farmers frequently go to the life-insurance companies and the Federal land 
banks for refinancing. In the last year, despite falling income of farmers, both 
types of institutions refinanced somewhat less of non-real-estate debt than in 
the previous year. The life-insurance companies refinanced about as much of 
farm real estate mortgage debt as in the previous year ; the land banks refinanced 
more. During the year the commercial banks required more mortgages on 
production loans and loans for physical capital improvements. A continued 
high volume of mortgage loans to refinance existing debt is expected in 1956 
by the Department of Agriculture. 

The need for FHA assistance to farmers in refinancing, and for encouragement 
to other lenders to continue lending to farmers who are marginal borrowers will 
be urgent, with bank reserves tight and nonfarm industries attracting money 
from many lending institutions. 


Mr. Poacr. At that point I would like to ask permission to insert 
a statement by our colleague, Mrs. Church, who has a bill on this 
general subject. If there is no objection, I will insert her statement 
at this point. 

(The statement is as follows :) 


CONGRESS OF THE UNITED STATES, 
House or REPRESENTATIVES, 
Washington, D. C., March 16, 1956. 
Hon. W. R. Poace, 
Chaiman, Conservation and Credit Subcommittee, 
Committee on Agriculture, House of Representatives, 
Washington 25, D. C 

Dear Mr. Poace: Thank you very much for your courtesy in scheduling hear- 
ings on my bill, H. R. 8237, to provide for the mutualization of the Federal inter- 
mediate credit banks, and for other purposes. 

I wish, indeed, that I could testify before your committee in person; but 
unfortunately, previous to receiving notice of the hearings, I had made definite 
commitments to speak in my district which could not be canceled, thus making it 
impossible for me to return in time to appear in person before your committee. 
I shall, however, present to you a written statement in behalf of H. R. 8237 
just as soon as I return to Washington; and I would appreciate it if you would 
have such statement included in the record of the hearings. 

Hoping that you will express to the members of your committee my deep 
regret that I could not testify in person and again thanking you for your courtesy, 
I am 

Sincerely yours, 
MARGUERITE STITT CHURCH. 


STATEMENT OF MARGUERITE Stitt CHURCH, MEMBER OF CONGRESS F'ROoM 13th 
DistTRioT, ILLINOIS, IN BEHALF OF H. R. 8237 


Mr. Chairman, I very much appreciate your courtesy in holding this hearing 
on H. R. 8237 and your permission to me to appear in its behalf. 

H. R. 8237 was drawn up following a study of the Federal intermediate credit 
banks made by the Commission on Organization of the Executive Branch of the 
Government, created by act of Congress. 

In its report on lending agencies, the Commission made certain recommenda- 
tions concerning the Federal intermediate credit banks as follows: 


“Recommendation No. 26 


“That, in order to effect mutualization, the Federal intermediate credit banks 
charge a premium on loans to facilitate the acquisition of their stock by their 
borrowers. 


“Recommendation No. 27 


“That the United States securities held by the Federal intermediate credit 
banks (amounting to $50,208,000 on June 30, 1954) be turned over to the Treasury 
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either (a) to reduce the Treasury’s investment in the banks by that amount or 
(b) in return for noninterest-bearing certificates of indebtedness of the United 
States.” 

A short factual explanation of the background of these recommendations may 
well be in order. 

The 12 intermediate credit banks which were established by Congress in 1923 
to make short-term agricultural loans have performed admirably and should be 
given every opportunity to continue to do so. The banks are entirely owned by 
the Federal Government, which, on June 30, 1954, held $62,800,000 of stock in 
these enterprises. On that date, the banks had outstanding loans of about 
$725,295,000. Most of this amount, which was loaned to farmers, was actually 
borrowed on the debentures of the banks, which are not guaranteed by the 
Federal Government. 

These banks have, over a period of years, accumulated considerable profits out 
of which they have built up reserves in excess of $45 million. This has been 
possible because the banks have paid no dividends to the Federal Government 
out of their earnings. The law does require that 25 percent of their earnings 
(after reserves for losses) be paid to the Government as a franchise tax. It is 
interesting to note that in 1954 the return from this franchise tax amounted to 
231,872. 

The Commission found that. the banks had invested $50,209,000 in United 
States Government bonds. The interest on these bonds comes to about $1,300,000 
a year. Obviously the money invested in these Government bonds could have 
been used to retire some of the stock that the Government owns in the banks: 
but, instead, it has been invested in Government bonds. The interest on these 
bonds constitutes a Government subsidy to this enterprise. If instead the capi- 
tal represented by these bonds had been used to retire the Government-owned 
stock, the proceeds of the payments could have been used to reduce the public 
debt. Probably one of the main reasons why the earnings and surplus have not 
been used for this purpose would be that the banks would lose the $1,300,000- 
a-year subsidy now received from the Treasury in the form of interest on these 
Government bonds. 

The Commission was interested to find that in the more than 30 years that 
the intermediate credit banks have been in existence, the law has never required 
that borrowers from these banks be required to make any contribution to the 
capital of these enterprises. By way of contrast, through the process of mutuali- 
zation the capital stock owned by the Government in the 12 Federal land banks, 
which were created in 1916, has been completely retired. The stock in these 
banks also had originally been owned entirely by the United States. Borrowers 
from these banks now own all of the over $70 million of outstanding stock in 
these enterprises. In the case of banks for cooperatives, the Federal Govern- 
ment has over $178 million invested in their stock; $17,529,000 was owned by 
borrowers and $459,000 by former borrowers. 

It was, therefore, the belief of the Commission that the Federal intermediate 
credit banks could be mutualized similar to the process that has taken place in 
the case of the land banks, and is now being carried on in the case of the banks 
for cooperatives. By this process, the borrowers would entirely own the enter- 
prise from which they borrowed; and it would be unnecessary for the Federal 
Government to invest any capital in them. In other words, as privately owned 
and operated business enterprises, these banks would then need no form of 
Government assistance. 

I would like to point out that Congress, by the Farm Credit Act of 1953 (see. 1), 
directed that the Farm Credit Board should make recommendations as to means 
by which the Government stock in the various agricultural credit banks could be 
retired through subscription by their borrowers. Congress then declared that 
the Farm Credit Board should make proposals along this line within 1 year of 
its creation. Nevertheless, as yet no such proposals have been made, although 
over 2% years have elapsed. 

Using the above-mentioned facts as background, I would now like to discuss 
the provisions of H. R. 8237. It is the intention of this bill to provide the nec es- 
sary machinery for the retirement of the Government stock of these Danks 
through subscriptions from borrowers over a period of years. The Commission— 
and I myself—have thoroughly realized that this process of mutualization can- 
not be accomplished overnight. 
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Section 1 of H. R. 8237 provides that all borrowers from any of these banks 
would have to subscribe for $100 of stock for each $2,000 or fraction thereof of 
a loan or advance received from the bank. Where the laws of a State preclude 
the borrower from subscribing to the stock in such a bank, this bill would require 
such borrowers to pay into a guaranty fund an amount equal to that which the 
borrower would have been required to subscribe to the bank’s stock if the laws 
of the State permitted such stock purchase. When the loan has been repaid, 
the borrower would be entitled to receive from the guaranty fund an amount 
equal to what he paid into it when he secured the loan. 

Section 2 provides that the Governor of the Farm Credit Administration shall 
determine the amount by which the capital stock of each Federal intermediate 
credit bank is to be increased to carry out this act. 

Section 3 provides that each Federal intermediate credit bank is authorized 
and directed to provide for the retirement and cancellation, as soon as prac- 
tical, of all outstanding stock held by the Government. Under this section this 
process can be carried on either through the use of the proceeds secured from 
sale of stock to borrowers as provided in section 1, or through the surrendering 
to the Treasury (in exchange for stock) interest-bearing obligations of the 
United States held by a bank. 

Section 4 provides that the Governor of the Farm Credit Administration is 
authorized to make such rules and regulations as may be necessary to carry out 
the provisions of this act. 

Section 5 provides that the act shall take effect 60 days after its enactment. 

The Commission on the Organization of the Executive Branch of the Govern- 
ment strongly believed that through such a process of mutualization the com- 
mendable aspects of private ownership would be introduced into enterprises 
which the Government found it necessary to establish. As stated in the report 
on lending agencies, page 12, this “has proved to be a valuable check on manage- 
ment, much needed by Government agencies.” Because of the efficacy of the 
mutualization of the Federal land banks, the Federal Deposit Insurance Corpo- 
ration, and the Federal Savings and Loan Insurance Corporation, it seems de- 
sirable to extend this principle also to the intermediate credit banks. This is 
also the declared policy of the Congress itself, as embodied in section 1 of the 
act of 1953 creating the Federal Farm Credit Board. 

I would, therefore, hope, Mr. Chairman, that H. R. 8237 may be given prompt 
consideration and favorable action. 


Mr. Poace. We have our colleague, Mr. Magnuson, who has a bill 
before us, as I understand it, somewhat slightly different from the 
bills we are considering, still on the same general subject. 

We are delighted to have you with us. 


STATEMENT OF HON. DON MAGNUSON, A REPRESENTATIVE AT 
LARGE FROM THE STATE OF WASHINGTON 


Mr. Maenuson. Mr. Chairman, I appreciate this opportunity to 
come before the subcommittee to discuss the important area of farm 
credit and programs under which the Federal Government seeks to 
assist those farmers who are unable to obtain adequate credit through 
existing commercial channels. 

Mr. Chairman, we are all aware of the tremendous slump in farm 
prices, which has accentuated the entire agricultural credit problem. 
I feel that the Farmers’ Home Administration, which administers the 
Bankhead-Jones Farm Tenant Act, has been doing a good job within 
the limits of the program. However, ceilings on loans and the re- 
payment periods, as well as on the total amount of loans available to 
any one borrower, are hampering the work of this fine farm program. 

In 1951, the Congress recognized that the costs of farming had in- 
creased in the postwar period, and the limit on an initial loan under 
the Bankhead-Jones Act was increased from $3,500 to $7,000, where 
it stands today. The total debt limitation on such loans was extended 
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from $5,000 to $10,000. Repayment time on the maximum loan term 
was raised from 5 to 7 years. 

Mr. Chairman, H. R. 9788 would modernize these various limita- 
tions, raising initial loans permissible to $12,000, the maximum amount 
to one borrower to $25,000 and the repayment time 7 to 12 years. 

I submit, Mr. Chairman, that these new limitations are practical, 
justifiable, and necessary under present-day conditions. 

May I add that the cost-price squeeze on the farmer and his de- 
clining ability to obtain adequate farm credit for his qperations is as 
severe a problem in my State, the State of Washington, as it is in the 
major Midwestern farming areas and the States of the many other 
Members of Congress who have introduced legislation on this subject. 

In addition, the reclamation areas of the West enter the credit 
picture in a somewhat different light, in that land-development costs 
range higher than in other parts of the Nation and the farmer has a 
larger proportionate share of his resources tied up in land outlay and 
development costs. 

In the newly irrigated areas of the West, adequate credit has been 
a continuing problem for the farmers. Until recent times, good crop 
returns have lessened the impact of the problem, but with declining 

rices and a never-failing increase in the farmer’s production costs 
in recent years, the limitation on credit have become farm more than 
the straw that breaks the camel’s back. Farmers in the reclamation 
areas are facing this planting season with the added burden of accumu- 
lated debt after poor returns from their 1955 crops. 

A means of extending them credit for a longer period, providing 
loans of an amount more in line with today’s farming costs, would 
carry many reclamation farmers over the hump of their present credit 
difficulties. Provisions such as 1 suggest here are incorporated in 
H. R. 9788. They also would have the effect of spreading out payments 
on present FHA loans, taking the pressure off the farmer during this 
time of declining prices and rising farm costs. 

‘One of the reclamation projects with which I am most familiar, 
the Columbia Basin projects in the State of Washington, has been 
of great interest to the insurance companies. Unfortunately, how- 
ever, the amount of credit the companies have been able to extend to 
the Columbia Basin settlers has been very small. 

In fact, only about 30 percent of the basin farmers are getting their 
credit from insurance companies, commercial banks, feed, seed, and 
equipment dealers, and other regular private credit sources. These 
folks just don’t have the assets that permit the companies to come 
in with their mortgage programs. 

The Farmers’ Home Administration is financing 42 percent of the 
Columbia Basin farm operators at the present time, for a total of 
$19,993,000. In fiscal 1956 there have been loan requirements of 
$23,500,000 in the area for the FHA programs. The requirement is 
expected to increase to $27 million in fiscal 1957. 

Only 5 percent of the basin settlers are able completely to carry 
their own financing. The importance of the Bankhead-Jones Farm 
Tenant Act program in the area is shown by the fact that the FHA 
has loaned all of the funds available for the basin settlers in each of 
the past 2 fiscal years. 

As on January 1, 1956, the FHA had 346 farm families under its 
programs in the Columbia Basin. The credit problem in this area 
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and its severity is emphasized by this present record of the FHA 
borrowers : 

1. Of the total of 346 farms, only 7 have been or are in the process 
of being liquidated. 

2. Loan delinquencies have increased the past 2 years, with the 
southern end of the project, where there is light, sandy soil, and 
where settlers have had to spend 2 seasons developing their land, 
showing a delinquency rate of 63 percent on initial loans. In other 
areas of the project the delinquency rate is about 45 percent. 

Real-estate loans, on which there is a 2-year principal deferment, 
are less than 10 percent delinquent. 

These last two points illustrate the suddenness with which the credit 
problem has struck these farmers, mainly as a result of the decline 
in the farmer’s income. These fine young farmers are the same good 
credit risk that they were when they came on the land, and I feel 
that the liberalized FHA program would go a long way toward 
solving their present diffic ulty. 

The loan delinquencies have piled up as the settlers’ farm income 
suffered, and they are found among farmers who have been on the 
project for several years as well as those who have gone into operation 
within the past 3 years. 

These problems, of course, are peculiar to the Columbia Basin, 
but they illustrate, I believe, the credit difficulties faced by new rec la- 
mation area farmers everywhere. As you know, almost all the farm 
units up for drawings since the end of World War II have been taken 
by ex-GI’s, under the veteran's preference provisions of the land-entry 
laws, as provided in the act of August 13, 1953. 

Mr. Chairman, many arguments have been raised before this body 
recently regarding Federal reclamation and the agricultural surpluses 
our Nation now faces. 

The general misconception is that the development of an acre of irri- 
gated |: and in the arid West adds to the abundance of commodities on 
hand for which the Government is supporting prices. 

In point of fact, irrigated land in Federal reclamation projects does 
not significantly affect national crop surpluses. About half of the 
cropped acreage on these projects is planted to crops used for feed and 
forage. 

Much of the remaining acreage is planted to fruits, nuts, seed crops, 
vegetables, and related commodities, many of which are still in short 
supply. Of the basic crops under Government price-support pro- 
grams, reclamation areas contribute only a very small portion of the 
national production. 

For axsmuprd, wheat production on the reclamation projects consti- 
tues less than 2 percent of the national crop. Upland cotton produc- 
tion amounts to about 6.5 percent of the total United States crop. 
Corn production on reclamation lands totals about one-third of 1 
percent of the national production, while corn under inventory with 
the CCC on September 30, 1955, amounted to about 20 percent of the 

value of all crops under support. 

Tobacco is not produced on Federal reclamation projects, and the 
amount of rice from these areas under the support program was about 
one-half of 1 percent of the total rice under Government supports. 

National population increases, as forecast for the next 20 years, 
actually point to the need for accelerated reclamation development, 
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if we are to meet the needs for food and fiber of our people and the 
world market in the foreseeable future. 

Mr. Chairman, in conclusion, I should like to read a copy of a letter 
from Mr. Charles R. Chritton, of Quincy, Wash.,’a Columbia Basin 
farmer. Mr. Chritton describes his experiences as a Farmers’ Home 
Administration borrower since 1953. I believe his letter, one of the 
many I have received from basin settlers on the credit problem, illus- 
trates the need for an expanded loan and repayment program under 
the Bankhead-Jones entitlements. His letter is addressed to Mr. R. 
B. McLeaish, Administrator of the Farmers’ Home Administration. 

Mr. Poage. Without objection it will be inserted. 

(The letter is as follows:) 


Quincy, WasH., March 9, 1956. 
Mr. Roserr McLeatsu, 
Administrator, Farmers’ Home Administration, 
Washington, D. C. 

Dear Sir: While I am not very good at letterwriting, I shall try to put my 
case in front of you in a way that perhaps you can understand. 

I am an FHA borrower, having obtained my loan in 1953. This was a loan for 
purchasing the land or paying balance on same; for development of the place 
including leveling 40 acres that were not leveled and production and subsistence 
loan. The loan was to the legal limit, so have been unable to obtain any appre- 
ciable financial help from FHA since, only as principal was paid back. 

We have strictly grade A dairy with all the latest and most modern equipment ; 
including 420-gallon milk-cooling bulk tank, barn loafing shed, and equipment 
representing an investment of around $10,000 or more plus another $10,000 for 
cattle. Our farm is worth $40,000; it being a 120-acre unit well located just 2 
miles from town and deep soil, comfortable home, etc. 

When we borrowed the money, we had 42 heifers of Holstein breed that were 
just coming into production. Our farm plan was made up as was a loan on the 
42-cow basis. These were good cows that had been purchased by me in Wiscon- 
sin as 8-week-old calves. We originally paid $110 each for them and at the 
time of our loan had over $300 apiece in them. 

We had started out here financing with the bank and had our dairy barn pretty 
well built when they turned the red light on the deal. At that time we started 
our negotiations with FHA. We had incurred a lot of indebtedness besides ¢ 
large bank loan. The FHA supervisor stated it was impossible to pay off the bank 
at 100 percent, so before our FHA loan was finished, we had to sell 20 of our cows 
and use that money toward liquidation. That left us with 22 cows carrying a 
42-cow obligation, still leaving a large amount of debt other than FHA. 

We started writing checks against FHA in June and in the December following 
were asked for and signed a dairy assignment of 25 percent. This is still in 
effect and has been only released a few times when a real emergency came along 
and then never for enough to take care of the emergency. 

It takes a lot of money to develop and operate one of these farms in the Co- 
lumbia Basin. Ours is composed of some light soil that blew out on us 2 years 
ago, making it necessary to purchase a large amount of hay and dairy feed last 
year, 1955. We purchased over $6,000 worth of hay and feed in 1955. Of course 
we can’t charge all of that amount to cow feed, for we had 21 head of heifers, 
our increase, that were fed too. We had to relevel 17 acres and leveled 40 acres. 
Had enough money for a part from the loan, but $1,800 was and is now being 
earried by the leveling contractor who still has confidence that I will be able 
to pay him. We now have 90 acres tied down and balance of 114 acres of cropland 
will be seeded to small grain during 1956. We have ample pasture and almost 50 
acres of wheat that was seeded last fall. Will have 20 acres of silage. Should 
be able to sell 100 tons of hay and wheat. Small grain, balance of hay, and silage 
will be fed. (Our hay past year, 16 acres, averaged 7 tons per acre.) 

No money was available for purchase of more cows, so have had to wait on our 
own increase and in this we were fortunate in getting some nice heifers from good 
registered bulls. We have 7 of them bred to freshen coming fall and in November 
will breed 14 more which will increase our herd to 42 by August 1957; almost 
100-percent increase. 
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Now the point I am trying to bring out is that so to speak, we can eliminate 
$6,000 of expense and I won’t say get 100-percent increase in income but let’s 
say 60 percent—these new ones being heifers, which to me paints a good-looking 
picture. 

Last year out of a herd of 23 cows we had an average of 17 milking all the time, 
and from them we sold 226,768 pounds of milk for $10,853.35 so by August, 1957 
we should be selling at least $17,000 worth of milk annually. We have a nice 
bunch of heifers coming along and figure on keeping a 40-cow milking herd. Have 
all equipment to handle that many, so in another year we should be a lot better off 
and second year should be able to pay off our indebtedness real fast. It takes 
time to get established in dairying, but once over the hump, it is good. 

We are putting all our barnyard manure right back on the ground and can 
already see good results. We also use a lot of commercial fertilizer. 

Now our problem has been that our outside indebtedness has continued to grow. 
It costs a lot to develop and operate, and three-fourths of our milk check won't 
do the job. An instance: $1,280 water bill last year. This year we will get by 
on $800 and as we get humus in the soil each year should take less water. As I 
said, we have been able to get but very little help from FHA and have paid back 
quite a lot but our income has not been in keeping with expense, so we have, so to 
speak, made bankers of our creditors. Purchased $3,492 of dairy feed 1955 
and could pay very little on it. I was finally forced to put a second mortgage 
on farm for $3,200 on 2-year payment plan all due in 2 years. Around $2,000 of 
this went to feed account and about all balance to other obligations, but it still 
leaves us owing a lot on the outside, but the feed man is working out a 2-year 
deal on the balance we owe him. No one is really pushing us because they can 
see that we are determined and if given a chance will finally pay out. They have 
confidence in us and give us encouragement. I wish I could say the same of 
my supervisors. I have never received any encouragement from them, only 
criticism. Seldom do they come out and when they do it is mostly to tell us of our 
awful plight and give us a going over about not being able to carry out our 
farm plan, and for increasing our debts, 

On account of having a limited amount of hay and silage and a long, hard 
winter, my area supervisor says they will release the one-quarter of the milk 
check to help purchase 30 tons of hay at $40 per ton or $1,200. They released 
until May equaling 5 semimonthly payments of around $140 each or $700 * * * 
see why my indebtedness is increasing? 

I think I have enough paid in on principal to obtain initial water money 
which is $626, so made or went to make application for this and was informed 
that my loan would be reviewed in Portland and they would not give any satis- 
faction as to outcome, so no water money account of having to purchase extra 
hay. No seed and fertilizer money, bailing or harvesting money, so unless I get 
this from FHA, I will have to ride it out with my creditors again. 

I agree that my financial statement shows a large amount of increase in 
obligations over a year ago, but I am trying to bring out why. For instance, 
the $3,492 feed account, fertilizer, and seed; also purcased at demand of the 
milk company, a $3,310 bulk milk tank. We received $475 for our old cooler 
and this was taken by FHA and applied on our last payment on loan, so we 
had to pay out of milk check, $340 down and they deduct $60 monthly to apply 
on our balance financed by milk company which pays out in 3 years. Was forced 
over a year ago to borrow from the bank $1,000 to bring up slack. They get $50 
monthly. That is half paid out, so you see getting three-quarters of the income 
off one-half the amount of cows of the original setup, with bank and tank pay- 
ments out and so many extra expenses coming along, and taking 3 years to get 
the place in, we have gotten in a bad shape, but not so bad that we can’t see our 
way out if we are not a victim of a squeeze from FHA. 

I think that under present conditions, FHA requires one to start paying back 
the loan too soon. I think the limitations on amount one can borrow is too 
small for new farm development in the Columbia Basin. 

My suggestion is that you either come or send a good competent man out here 
who is unbiased and let him visit and talk with a bunch of us borrowers who 
are having difficulties. We would enjoy his company and feel that such a visit 
would do a lot to bring before the heads of FHA a clear picture of the situation 
now existing in the Columbia Basin. 

I feel that most of the boys who are having difficulties could be helped great- 
ly by having at least a 2 year extension without pay-back during that time. 
It has been past experience that very little can be expected in the way of ac- 
complishment in less than 2 or 3 years on these new projects. 
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I trust I have in my crude way given you some information that will be help- 
ful to both the borrower and administration of FHA. We hope something can 
be done soon to relieve ours and others predicaments, and feel certain for our- 
selves that we will be in good condition in another 24 months. 

I hope this has not been too long and drawn out, but feel that it takes a good 
clear picture of anything to be seen satisfactorily. 

Yours very truly, 
CHARLES R. CHRITTON. 


Mr. Maenuson. I might say Mr. Chritton describes his experiences 
as an FHA borrower since 1953. 

I also should like to offer for the record, Mr. Chairman, a list of 
11 recommendations—legislative recommendations which I received 
only this morning from two farm organizations of the Columbia Basin. 

Mr. Poace. Without objection they will be inserted. 

(The recommendations are as follows :) 


SUMMARY OF RECOMMENDATIONS TAKEN FRoM SoutH CoLuMBIa BASIN IRRIGATION 
DIstRict AND FHA CoMMITTEE OF COLUMBIA BASIN FARMERS ASSOCIATION 
REPORTS 


1. Production and subsistence loans should be liberalized and the amount and 
time of repayment should be scheduled in relation to the length of time in which 
the income will be realized. Certain seed crops, legumes, pasture, fruits, and 
vegetables return no income for 2 or 3 years. 

2. Development and operation loans should be set up so that no repayment of 
principal need be made until the end of the third year interest to be paid currently. 
Production and subsistence-loan limit should be raised to $12,000 and the time 
limit advanced from the present 7 years to a maximum of 12 years. 

3. On farm-ownership loans the farmer’s opinion of his needs should receive 
prime consideration as to adequacy of dwellings and buildings, and as to the 
amount of money to be used for buildings, land development, and other improve- 
ments. Borrowers should be allowed up to 5 years to complete all improvements. 
Borrowers should not be required to expend any large proportion of their 
development loans on a home. 

4. The FHA should be authorized to guarantee up to 70 percent of the USBR 
appraised value, farm real-estate loans made by other agencies. To qualify for 
guarantee said loans should be for a period of up to 20 years with interest not to 
exceed 6 percent with no discount, and subject to reappraisal for increased 
commitment. 

5. A statement signed by any two competent lending agencies in the immediate 
area that the applicant cannot obtain credit from them should be considered 
prima facie evidence that applicant has no available source of credit. Nonfarm 
residences or other valuable property of applicant not readily salable without 
loss should not be considered a source of credit. 

6. Present requirement that no outside source of income be utilized in deter- 
mining ability to repay is not realistic. Permission should be granted by the 
county FHA committee for qualified borrowers to utilize outside sources of income 
such as custom harvest, temporary employment, etc., to supplement farm income. 

7. Review and acceptance or rejeection of all types of loans should be expedited. 
Delay in processing loans, particularly operating’ and subsistence loans, fre- 
quently results in crop loss in the fall due to crops not being planted at the 
proper time. Procedures should be streamlined so all loans other than farm- 
ownership loans can be completed within 15 days. Ownership loans should not 
require more than 30 days to process in most cases. 

8. Local lending boards should be composed of members selected by operators 
of land on the project. 

9. Supervision of farm practices should be made only by those qualified by 
practical farm experience to do so. 

10. Local farming experience should be a erdit factor given considerable weight 
in setting FHA minimum capital requirements. 

11. All veterans units and others should be inspected and screened by the 
FHA prior to their being offered for sale the Bureau of Reclamation, to make 
sure that they will meet FHA requirements for farm-ownership loans. 
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Mr. Maenuson. That concludes my statement. 

Mr. Poagr. We thank you very much. I think it is very helpful to 
have this viewpoint of the Columbia Basin which verifies that of all 
of the rest of the country. They need credit. 

Are there any questions ? 

Mr. Jounson. You have heard the argument of Mr. Andersen of 
Minnesota. Does your legislation do about the same as what his 
legislation proposes? I have not had a chance to study your bill. 

‘Mr. Macnuson. No; my bill goes considerably further than Mr. 
Andersen’s bill and those of several other Members who have intro- 
duced bills on this subject, in that it increases the initial loan limit. 
It increases the total loan limit. And it increases the pay-out time. 

I am not familiar with all of the aspects of the other bills which have 
been offered but I do know that my bill would constitute a greater 
liberalization of the loan program than now. 

Mr. Jonnson. Would your legislation allow them to take over loans 
that are going delinquent with other institutions as brought out here 
this morning ¢ 

Mr. Maenvson. No. 

Mr. Jounson. Would you be opposed to legislation that did that ? 

Mr. Maanuson. I would not. I would hope or should hope that this 
committee, this subcommittee and the full committee, weal choose the 
best features of all of these bills. I hope that some of the features of 
my bill which I believe are needed in order to help these farmers out 
of their difficulties in which they now find themselves would be 
included. 

Mr. Jounson. I want to compliment the gentleman on the state- 
ment he made. I know from serving with him in Congress he is as 
much interested in the farmers of W: ashington as I am in those in 
Wisconsin and the rest of us are in those from our respective areas. 

Mr. McInrire. Mr, Chairman, Mr. Magnuson, I certainly want to 
express my appreciation for the opportunity we have had to get your 
opinions on this legislation. 

First, let me ask this: I notice you made reference to 346 farm 
families. This is 346 out of a total of about how many that you refer 
to in this particular area ¢ 

Mr. Magnuson. Approximately a thousand. 

Mr. McIntire. About a third ? 

Mr. Magnuson. Yes. 

Mr. McInttre, Is their problem essentially one of current operating 
capital or is it involved in the refinancing of existing indebtedness 
also ? 

Mr. Macnvson. I believe the principal problem, Mr. McIntire, is 
a need for operational funds. 

Mr. McIntire. And possibly equipment loans, too ? 

Mr. Maanuson. Yes. 

Mr. McIntire. To meet their equipment needs? 

Mr. Maenuson. Yes. 

Mr. McIntire. Probably the terms of years that this area has been 
in development has not quite gotten them into the long-term refinanc- 
ing problem that exists in some other areas. Would that be a fair 
observation ? 

Mr. Maenvson. I believe it would be; yes. 
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Mr. McIntire. Thank you very kindly. 

Mr. Magnuson. Thank you. 

Mr. Poage. Any other questions ? 

Thank you then, Mr. Magnuson. 

Mr. Magnuson. Thank you, Mr. Chairman. 

Mr. Poace. It being now after 12 o’clock, is there anyone else who 
wants to be heard ? 

Mr. Dixon. I would like permission to get my testimony in the 
record. 

Mr. Poace. Why certainly. 

Mr. Drxon. I ask unanimous consent to do so and also certain 
extraneous material. 

Mr. Poage. Without objection it will be so ordered. 


STATEMENT OF HON. HENRY ALDOUS DIXON, A REPRESENTATIVE 
IN CONGRESS FROM THE FIRST CONGRESSIONAL DISTRICT OF 
THE STATE OF UTAH 


Mr. Dixon. While Mr. Andersen was here I wanted to make that 
point, that his bill calls for $50 million, H. R. 8654, while Mr. Hill’s 
bill, H. R. 9843, does not have an appropriation attached. I noticed 
that. 

Mr. Poace. Mr. Hill’s bill tried to combine several of these other 
bills, and tries to be a more comprehensive one, but it does not include 
everything at that. 

Mr. Dixon. Then Mr. Hill’s bill has a clause here for compromising 
adjustment, reduction of claims which Mr. Andersen’s does not. If 
we can remember that, it will help. 

Mr. Poacr. Mr. Andersen said he was not in favor of that at this 
time. 

Mr. Drxon. Thank you, Mr. Chairman. 

Mr. Poaer. Thank you, Mr. Dixon. 

(The prepared statements by the Honorable Henry A. Dixon are 
as follows:) 


STATEMENT OF CONGRESSMAN H. A. Dixon, RE LIBERALIZATION OF AGRICULTURAL 
CREDIT 


Mr. Chairman, basically agriculture, in spite of low prices and declining farm 
income of the last few years, is in a relatively sound condition. For example, 
the market value of total farm assets is nearly $163 billion. This, Mr. Speaker, 
is only $3 billion less than the total of all farm assets in the peak year of 1955. 
Compared with total’ farm assets of $163 billion, total debt obligations of all 
farms is only 11 percent of the total assets, about $18 billion. 

Also, only 3 out of every 10 farmers have mortgage debt obligations, and over 
one-half of all farms mortgaged are mortgaged for less than 30 percent of their 
market value. In 1955, according to the administrative office of the Federal 
court system, only 386 bankruptcy cases out of some 59,404 involved farmers. 
Farm bankruptcies for the last 5 years have comprised less than 1 percent of the 
annual number of such proceedings. I believe these facts indicate the basically 
sound financial position of American agriculture. 

However, Mr. Chairman, certain storm warning signals are beginning to appear 
which make it prudent for us to consider legislation at this time to help good 
farmers who cannot obtain credit from private or cooperative sources. For 
example, farmers in 1955 had to borrow $487 million from the Federal land bank 
system and their 1,100 local farm loan associations. This was an increase of 
59 percent in the amount of such loans over 1954. Also, $338 million of this 
money loaned in 1955 was “new money borrowed”—a 50 percent increase over 
1954, 
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During the first 10 months of 1955, 498 production credit associations lent 
their farmer-members some $1.1 billion. As you know, these associations lend 
funds obtained from investors in obligations held by the Federal intermediate 
credit banks. 

You can see, therefore, that even those farmers who have adequate collateral 
and satisfactory credit ratings are beginning to borrow in increasing amounts 
and at an increased rate. The Farmers’ Home Administration of the Depart- 
ment of Agriculture, on the other hand, has had the difficult responsibility of 
extending credit to good farmers who for various reasons simply cannot meet 
the standards set by commercial credit institutions, including the local loan 
and production credit associations I just referred to. The cost-price squeeze 
that farmers have been experiencing since 1951 has had the greatest effect upon 
farmers who find themselves in this unenviable position. But as Secretary 
Benson said in his address of last October 15, before the National Association 
of Mutual Credit Companies at St. Louis, Mo.: 

“When disaster strikes in agriculture, credit is urgently needed. If there is 
real distress, farmers often cannot meet the standards of commercial credit. 
Collateral is insufficient, terms needed for repayment are too long, and adminis- 
trative costs are too great. It is in the interest of these farmers—and the 
Nation’s interest—to help them get onto their feet. These farmers are good 
credit risks if the lender can afford to wait. Our Farmers’ Home Administration 
makes substantial loans to farmers who cannot meet the standards of commer- 
cial credit. Their records of 9 years of operation show 93 percent of the prin- 
cipal repaid.” 

So you see, FHA borrowers, as they are called in general, are good farmers 
and they are good credit risks provided they are given adequate repayment 
conditions commensurate with their ability to repay. But many FHA borrowers 
throughout the country are having extreme difficulty meeting their present obli- 
gations. Many other would-be FHA borrowers, especially among the younger 
farmers, are not going to stay in agriculture unless they can obtain FHA loans 
on more liberal terms than the Farmers’ Home Administration has authority to 
make at the present time. With these farmers in particular experiencing a 
great intensive negative effect due to the cost-price squeeze, it is essential that 
the terms of FHA loans be more readily adapted to meet their needs. Especially 
is ae true in drought disaster areas such as those which have designated 
in Utah. 

Therefore, Mr. Chairman, I urge the subcommittee to report favorably to the 
full committee, H. R. 8834 and H. R. 8835. 

The one, H. R. 8835, amends the Bankhead-Jones Farm Tenant Act by adding 
a new title (V Direct and Insured Refinancing Loans), and would authorize 
the Secretary of Agriculture, through the Farmers’ Home Administration, to— 

1. Make or insure loans for the purpose of refinancing, consolidating, renewing, 
or extending all, or part, of the existing debts of the applicant for farm operating 
and subsistence expenses, whether secured or unsecured by real or personal 
property (sec. 60 (a)). Until recently, narrowly interpreted, could not refinance 
existing mortgages. 

2. Such loans are to be made to farmers operating family-type farmers who are 
unable to repay their existing indebtedness in accordance with present repay- 
ment schedules and who cannot secure refinancing through private or coopera- 
tive sources on terms that they could be expected to meet under present cir- 
cumstances (sec. 60 (b) ). 

3. Such loans are to be repaid when it appears that the borrower can obtain 
a loan from cooperatives, or private sources, including the local loan associa- 
tions and production credit associations under the terms borrowers can meet 
(sec. 60 (c) (2)). 

4. Such loans are to carry such interest rates and conditions of repayment 
as the Secretary of Agriculture deems advisable under the circumstances: Pro- 
vided, however, That the total principal indebtedness of a borrower shall not 
exceed the fair value based on earning capacity or the normal market value of 
the farm (sec. 61 (a)). 

5. The aggregate total of such loans shall not exceed $45 million in any 1 
fiscal year (sec. 61 (f) ). 

The other bill, H. R. 8834, will permit the Farmers’ Home Administration 
to provide more effective assistance to production and subsistence loan borrow- 
ers by amending section 21 of the Bankhead-Jones Farm Tenant Act to provide: 
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1. That the term of any such loan shall not exceed 11 years from the date the 
original loan was made. This extends from 7 to 11 years the repayment period. 

2. That no person who has failed to liquidate his indebtedness in 11 consecu- 
= years shall be eligible for additional loans until such indebtedness has been 
paid. 

Mr. Chairman, a telegram received under date of March 15, from the Utah 
State Farm Bureau Federation urges the passage of these two bills. It reads 
as follows: 

“Need for credit liberalization very necessary to assist farmers in present 
difficult situation. We urge your favorable consideration on H. R. 8834.” 


UTAH WoOoL GROWERS, INC., 
Sale Lake City, Utah, March 16, 1956. 
Congressman H, A. Drxon, 
House of Representatives, 
House Office Building, Washington, D. C. 


DEAR CONGRESSMAN Dixon: We have communicated with Congressman W. R. 
Poage, chairman of the subcommittee, Conservation and Credit, urging a favor- 
able report from that committee on your bill H. R. 9959 to liberalize lending 
authority of the FHA to real-estate loans. 

Yours very truly, 
UTAH Woon GROWER, 
Jas. A. Hooper, Secretary. 


UTaH STATE FARM BUREAU FEDERATION, FRANK G. SHELLEY, EXECUTIVE SECRETARY 


Last week, Mr. Chairman, I introduced H. R. 9959, which would extend the 
lending authority of the Farmers’ Home Administration with respect to 
real estate or farm ownership loans made under title I of the Bankhead-Jones 
Farm Tenant Act, as amended. It is designed to supplement the new lending 
authority of the Farmers’ Home Administration with respect to operating and 
subsistence loans under title II of the Bankhead-Jones Act contained in the 
two bills I have just discussed—H. R. 8834 and H. R. 8835. 

With real-estate values on the rise, it is becoming more difficult for the owners 
and operators of small full- and part-time family farms to obtain credit to en- 
large their farms through land purchases. Likewise with the costs of building 
materials, etc., on the increase, many of these farmers cannot build and maintain 
suitable family living quarters and other farm buildings which are necessary to 
a happy and successful farm operation. 

it is for this reason that I introduced H. R. 9959, which would permit the 
Farmers’ Home Administration under title I of the Bankhead-Jones Farm Tenant 
Act, as amended, to: 

1. Make farm ownership loans for improvements, including housing and other 
farm buildings, to all eligible applicants rather than just existing borrowers who 
obtained loans initially for the purpose of acquiring, repairing, or improving 
family-size farms (sec. 1 (a)). 

2. Make farm ownership loans to farm owners who receive a substantial portion 
of their incomes from farming. Heretofore, loans under title I have been limited 
to veterans, farm tenants, laborers, sharecroppers, and others who obtain the 
major part of their income from farming operations (sec. 1 (b) ). 

3. Make such loans for the repair and improvement on those farms which at 
present are less than family-type units which constitute the residence of the 
owner operator, if the income from outside sources, plus income from the farm 
will warrant the making of such loans. Heretofore, farm ownership loans were 
limited to full-time family-type farms of sufficient size “to constitute an efficient 
family-type farm-management unit” (sec. 1 (c) ). 

4. Make such loans to eligible borrowers when credit sufficient in amount to 
finance the actual needs of the applicant is not available to him at reasonable 
rates and on terms prevailing in the community in or near which the applicant 
resides for similar loans made by private lending institutions. Heretofore, an 
applicant was ineligible if such a loan could be obtained from private sources at 
rates not exceeding 5 percent (sec. 1 (d) ). 

5. Establish as the maximum amount of a farm ownership loan, the fair and 
reasonable value based on the normal market value of those farms constituting 
less than family-type units. For a unit that is less than a full-time farming 
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operation, factors other than the earning capacity of the farm generally influence 
its value (sec. 1 (d)). 

Loans on full-time family-type farms continue to be based on the earning 
capacity of the farm. Loans will still be limited to farms that are not larger 
than family-size units and to an amount not to exceed the fair and reasonable 
value of the farm less any prior lien indebtedness (sec. 1 (e) and 1 (g)). 

The bill would also authorize the Farmers’ Home Administration to increase 
from $100 million to $125 million the aggregate amount of mortgages on farm 
ownership loans which may be secured in any 1 fiscal year (sec. 1 (b)). In 
addition, section 1 (j) would authorize the Farmers’ Home Administration to 
make and insure loans solely for refinancing existing indebtedness of farmers 
who qualify for farm ownership loans (housing and other farm buildings as 
well as real estate) under the expanded authority of section 1 of the bill. This 
section authorizes the appropriation of $45 million for this purpose. 

This bill, H. R. 9959, also amends title II of the Bankhead-Jones Farm Tenant 
Act, as amended. This it does in several respects which the bills H. R. 8834 
and 8835 I introduced earlier in the session do not: 

1. It amends the title of title II of the act from “Production and Subsistence 
Loans” to “Operating Loans” (sec. 2). 

2. It amends section 21 (a) so as to limit “Operating Loans” for the purchase of 
livestock, seed, feed, fertilizer, farm equipment, supplies, etc., to farmers and 
stockmen who are citizens of the United States and who are: 

(a) Operators of full-time family-type farms. 

(b) Operators of part-time family-type units if the farm unit is of suffi- 
cient size to produce income, together with the income from other sources 
will enable them to meet living and operating expenses and the amounts 
due on their loans (see. 2). 

This change is designed to provide credit to low-income and part-time farms 
and in that respect to implement the rural development program now being 
developed in pilot counties throughout the country. 

8. Section 21 (b) would be amended to provide for a limit of $10,000 on the 
total outstanding principal indebtedness of an operating loan borrower, rather 
than the $7,000 maximum now authorized by the law. 

Also the section would permit not to exceed 10 percent of the annual appro- 
priation for such loans to be used for larger loans not to exceed a total principal 
indebtedness of $20,000. 

4. Section 21 (c) limits the terms of such operating loans, including renewals 
and extensions to 11 years from the date the original loan was made. 

In section 21 (d), on line 16, page 6, of H. R. 9959, the “seven” is a typographical 
error. The “seven” should be deleted and the word “eleven” inserted. With this 
change made, the section would render any individual who has failed for 11 
consecutive years to liquidate his indebtedness would not be eligible for further 
operating loans, except in cases where causes beyond the borrowers’ control were 
responsible for his failure to repay his indebtedness under these terms, the 
Secretary of Agriculture could review or extend the loan for a period of not 
longer than 11 years from the date it was made. Also, additional loans could 
be made during the extended period. 

Mr. Chairman, this bill, H. R. 9959, also amends title IV; the title dealing with 
the general administrative provisions of the Bankhead-Jones Farm Tenant Act. 
They pertain to use of compromise powers and county committees, sale of sur- 
plus acquired security property, availability of credit at reasonable rates prevail- 
ing in local communities and authority to deal with security property. They 
serve merely to facilitate the administration of the act. 


Sat LAKE City, UTAH. 
Hon. Henry Atpous Dixon, 
House of Representatives, 
Washington, D.C.: 

Need for credit liberalization very necessary to assist farmers in present 
difficult situation we urge your favorable consideration on H. R. 8834 and H. R. 
8835. 

Uran State FARM BUREAU FEDERATION, 
FRANK G. SHELLEY. 


Mr. Poace. We will now adjourn. 


(Whereupon, at 12:15 p. m., the committee adjourned.) ; 
(The following statements were submitted to the subcommitee:) 
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STATEMENT OF HON. WAYNE N. ASPINALL, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF COLORADO 


Mr. Chairman, I wish at this time to make known my support for the proposed 
liberalization of the Bankhead-Jones Farm Tenant Act to meet the pressing 
needs of American farmers now caught in an increasing squeeze between fall- 
ing income and rising costs. I do not wish to offer support for any particular 
bill before the committee for I have the utmost confidence in the knowledge 
and interest of the members of the committee and I know that the final legisla- 
tion will do as much for the farmers as it is possible and prudent to do. 

Although it does not appear to be actively before the subcommittee, I should 
like to say a word or two about proposals for the mutualization of the Federal 
intermediate credit banks. I am advised by participants in this program in 
western Colorado that they favor this goal but that they are concerned by 
some of the steps by which it might be reached. Specifically, they are con- 
cerned with the proposal that there be an initial investment from each production 
credit association of 2.07 percent of the highest or even average month end 
balance during the past 5 years. This requirement would present a substantial 
draft upon these associations and could cripple their operations. They have 
no objection to a retirement payment out of yearly surplus. They are also 
concerned, as I know the committee is, by the recent increase in the interest rate 
and its impact upon farm loans. 

I am sure that these matters will be carefully considered by the committee 
before any action is taken on mutualization bills, so that this statement is pri- 
marily one to advise of initial reaction in my district. 


STATEMENT oF Hon. A. L. MILLER, A REPRESENTATIVE IN CONGRESS FROM THE STATE 
oF NEBRASKA 


Mr. Chairman, we are all concerned by the distressing economic plight of the 
farmer. The Department of Agriculture recently reported that net income from 
agriculture had declined approximately $1 billion in 1955, as compared with 
net income for the previous year. This means, of course, that many of our 
Nation’s farmers have been forced to meet credit obligations from reserves built 
up during previous years. If there were no such reserves available it means 
that a large number of these farmers must necessarily default in the payment 
of principal and interest upon farm debts they have found it necessary to con- 
tract in order to expand or to hold together their farming operation. More 
extensive and liberal credit for the farmer is needed now more than anything 
else the Government can offer. 

The Federal Government, from time to time, has offered a helping hand to 
the farmer in the way of credit assistance. Under the provisions of the law 
establishing the Farmers’ Home Administration, Congress has made it pos- 
sible for the farmer to receive direct loans from that agency or to obtain that 
agency’s assurance in cooperation with loans regularly granted by private 
lending agencies. Under existing law, it was possible for an authorized qualified 
farmer to obtain 5-year loans that in certain instances can be extended for an 
additional 2 years at reasonable rates of interest. In many instances, however. 
these provisions are not adequate to provide a suitable credit program for the 
farmer, in view of the price-cost squeeze. He is also unable to meet the payment 
of principal and interest on these relatively short term obligations. I have, 
consequently, introduced H. R. 8746 to extend the provisions of section 21 of 
the Bankhead-Jones Farm Tenant Act to permit authorization of 10-year loans 
to eligible farmers. 

I have also introduced H. R. 8747 as another amendment to the Bankhead- 
Jones Act. Under this amendment the Secretary of Agriculture is authorized 
to make or to insure loans to eligible farmers and stockmen for the purpose of 
refinancing, consolidating, renewing, or extending debts, secured otherwise, that 
have been previously contracted by the eligible party. This authority is not now 
available. 

These two bilis have the same purpose: that of making available to the 
the farmer the credit that is so vitally necessary to see him through these 
distressing times. 

I appreciate the opportunity of making this statement to your committee and 
respectfully urge your favorable consideration of this legislation. 
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HovusE OF REPRESENTATIVES, 
Washington, D.C., March 21, 1956. 
Hon. Haroxup D. Coo.ey, 
Chairman, Agriculture Committee, 
House of Representatives, Washington, D.C. 

Dear Mr. Cootrty: This is in reference to the hearings before your committee, 
March 19, 1956, on legislation to improve and simplify the credit facilities avail- 
able to farmers to amend the Bankhead-Jones Farm Tenant Act, and to adjust 
the loan limitations of title II so as to provide more effective assistance to 
production and subsistence loan borrowers. 

As you know, I am one of the sponsors of this legislation and from my position 
on the Subcommittee on Agriculture Appropriations, I do feel that speedy action 
by your committee should be forthcoming in this direction. 

Sincerely, 


WALTER Horan, Member of Congress. 
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TUESDAY, APRIL 17, 1956 


House or REPRESENTATIVES, 
SpecrAL Action SUBCOMMITTEE ON 
CONSERVATION AND CREDIT, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10 a. m., in room 1310, 
New House Office Building, Hon. W. R. Poage presiding. 

Present: Representatives Poage, Hill, and McIntire. 

Also present: Representatives Thompson, Hagen, Johnson, Jen- 
nings, and Hope. 

Mr. Poage. The subcommittee will please come to order. 

We have a number of bills before us, all bearing on the same general 
subject of emergency agricultural credit. Mr. McIntire of our com- 
mittee has been kind enough to outline these bills. I am sorry that no 
more of the authors than we have are here but these bills seem to fall 
into about four general classes. 

Actually, one of those is a bill that was sent to this committee, I think 
in error—this Brown bill. It belongs to the Conservation Section 
rather than the Credit Section of this committee. That leaves about 
four types of bills before us. 

(The bills are as follows :) 


[H. R. 10287, 84th Cong., 2d sess. ] 


A BILL To amend the Act of August 31, 1954, as amended, so as to extend the availability 
of emergency credit to farmers and stockmen 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 1 of the Act of August 31, 1954, 
as amended (68 Stat. 999; 69 Stat. 223), is further amended by striking the 
figures “1957” and inserting in lieu thereof the figures “1959” and by striking 
the phrase “aggregating not to exceed $15,000,000,” and section 3 of said Act 
is amended by inserting in the first sentence thereof after the words “this Act,” 
the following: “but not to exceed $50,000,000 after the enactment of the 1956 
amendment of this Act,”’. 


[H. R. 10289, 84th Cong., 2d sess.] 


A BILL To amend the Act of August 31, 1954, as amended, so as to extend the availability 
of emergency credit to farmers and stockmen 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 1 of the Act of August 31, 1954, 
as amended (68 Stat. 999; 69 Stat. 223), is further amended by striking the 
figures “1957” and inserting in lieu thereof the figures “1959” and by striking the 
phrase “aggregating not to exceed $15,000,000,” and section 3 of said Act is 
amended by inserting in the first sentence thereof after the words “this Act,” 
the following: “but not to exceed $50,000,000 after the enactment of the 1956 
amendment of this Act,’’. 
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[H. R. 103803, 84th Cong., 2d sess.] 


A BILL To amend the Act of August 31, 1954, as amended, so as to extend the availability 
of emergency credit to farmers and stockmen 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 1 of the Act of August 31, 1954, 
as amended (68 Stat. 999; 69 Stat. 223), is further amended by striking the 
figures “1957” and inserting in lieu thereof the figures “1959” and by striking the 
phrase “aggregating not to exceed $15,000,000,” and section 3 of said Act is 
amended by inserting in the first sentence thereof after the words “this Act,” 
the following: “but not to exceed $50,000,000 after the enactment of the 1956 
amendment of this Act,” 


Mr. Poacer. I think maybe that the best way to proceed would be 
just to ask Mr. Scott and Mr. MclLeaish and any of their assistants to 
give us a general idea of the picture first and then we can go into the 
details of these things. 

I wonder which one of you gentlemen would like to appear first. 

Mr. Scorr. I'd be glad to. . 

Mr. Poace. We will be delighted to have you, Mr. Scott, and we 
appreciate your being here. 


STATEMENT OF KENNETH L. SCOTT, DIRECTOR, AGRICULTURAL 
CREDIT SERVICES, ACCOMPANIED BY R. B. McLEAISH, ADMINIS- 
TRATOR, AND HENRY C. SMITH, DEPUTY ADMINISTRATOR, 
FARMERS’ HOME ADMINISTRATION, UNITED STATES DEPART- 
MENT OF AGRICULTURE 


Mr. Scorr. Did I understand you to suggest a general comment ? 

Mr. Poace. I think so. You understand there is one group of bills 
of which there are 9 or 10 in that group, that undertake to refinance 
existing debts. 

Another group undertakes to provide for more effective assistance 
in relation to production and subsistence loan borrowers. 

And another group combines those two features. 

And another bill, one by Mrs. Church, is for the mutualization of 
the Federal intermediate credit bank. That will come up Thursday. 
So that we will not consider that one today. 

But you can see that some of these bills are divided, some of them 
are grouped together. I think when you referred to what you called 
our bill that you are referring merely to the combination of all of 
the bills. 

But we would like to understand just what kind of legislation the 
Department feels is needed and why it is needed. 

Mr. Scorr. Thank you, Mr. Chairman. Perhaps it would be of 
interest to you and the other members of the committee for me to refer 

rather quickly to some of the things that we have been doing to tr y to 
get the feel of this credit situation prior to our making recommenda- 
tions to the Congress. 

For a good many months, dating back into last year, we have been 
checking into every situation where it was indicated that there was a 
stringency of credit that was affecting quite a few people and that 
might result in some people being crowded off of their places. 
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We have met with local bankers, in addition to the Farmers’ Home 
people in the area and the Farm Credit people and folks generally 
that would be interested in my have facts about the situation. 

We have had some public meetings in a few of the States, to which 
we have invited all of the farm organizations and all of the lenders. 
And we have had some very nice open and good discussions. 

It is our impression from those meetings that lenders generally are 

doing all that you could expect them to do within their policies to 
carry on with their borrowers. There is some accumulation of slow 
paper in these note pouches, particularly in the country banks where 
there has been a prolonged drought or where the cost-price squeeze 
has been particularly acute. 

The Farmers’ Home Administration is getting more applications 
than usual, as you would expect. 

There is some need, we feel, and justifiable need for some further 
refinancing by the Farmers’ Home Administration. We do not see 
any ev vidence that there is any justification for a wholesale refinancing 
of debts, although that has been proposed by a few people. 

We have been wor king closely with Governor Shepardson of the 
Federal Reserve Board who is closely watching this agricultural credit 
situation and also with the Agric ‘ultural Commission of the American 
Bankers Association. I am ol: id to report to you, Mr. Chairman, that 
there are steps being taken within the banking system to familiarize 
banks with the facilities that are available to them, to help them carry 
on with their good borrowers. 

We think that that is in keeping with the actions that the Congress 
has taken through the years in respect to the Farmers’ Home Adinin- 
istration, in keeping it very much in the supplemental credit field and 
not in any sense becoming competitive. 

So based on those general impressions and those contacts we have 
had, we have drawn up and submitted to the Congress some recom- 
mendations that in our judgment would get at the current credit needs 
for supplemental credit and be very helpful. 

Mr. Poace. Do you feel the needs are rather widespread or just con- 
fined to disaster areas? 

Mr. Scorr. I think they are rather widespread. They are certain] 
greater in the drought areas and in some of the areas that have been 
affected by other disasters. That is natural. 

Mr. Poaar. Of course, you have bee n op here before and heard some 
of the complaints made about refinancing. Every time we talk about 
refinancing a bunch of folks throw up th ieir hands and say, “You are 
just trying to bail out the banks.” 

I have gotte n the impression from some folks that they would rather 
see our farmers all foreclosed and sold out than see any assistance come 
to any bank in the country. They feel there is more evil in helping the 
banks than good in helping the farmer. 

Do you share in any such view as that? 

Mr. Scorr. Mr. Chairm: an, we do not certainly share that feeling. 
We think we have a definite obligation to as nearly as we can keep 
abreast of the demands for eredit. And we certainly have been using 
to the full extent all of the authority and funds that we have in the 
Farmers Home Administration to meet these situations. 
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I think it is only natural that any lender with some slow paper and 
some that gets to the point of being criticized by the examiners is 
going to be looking around for a place to push that out. In think- 
ing about how we would administer some broader authority to re- 
finance debts, should the Congress give it to us, we expect to use that 
in the main to take care of situations where it is very important that 
a good farm family is going to be forced out and not just a case of 
some lender shopping around to see if there is a way to get rid of 
a servicing problem. 

Mr. Poace. Well, now, just how would you expect to deal with that 
problem, because I certainly do not subscribe to that doctrine that we 
ought to punish the farmers to keep from helping the banks? 

Mr. Scorr. We certainly do not, either. 

Mr. Poace. But I do realize that as we open the door of refinancing 
that it does place you in a rather difficult position to avoid simply 
having all of the bad debts passed off to the Government and all of 
the good ones retained by the banks, 

How are you going to handle that ? 

Mr. Scorr. Well, in the first place, I think there is a very good work- 
ing relationship generally between the Farmers’ Home Administra- 
tion and the other lenders in their communities. We feel that we 
have some very capable men in these county offices and the State 
offices that will be watching it. 

It would be our intention to have a very firm policy to do the best 
we can to avoid taking on someone else’s losses. We think that those 
loans ought to be carefully appraised on the basis of a going outfit, 
not any sacrifice values, and be fair with these other creditors; but we 
would certainly expect to leave any losses that we see in the hands of 
these other creditors and not become a dumping proane. 

Mr. Jounson. Would there be any scaling down? 

Mr. Scorr. We would certainly expect to do that; yes, sir. 

Mr. Jounson. Would not there be a tendency for the bank then, 
if they thought they could get their money out, to liquidate the 
farmer rather than to deal with the Farmers’ Home Administration ? 

Mr. Scorr. Well, we are going to have to use a great deal of dis- 
cretion on that. And I think that our people in these county offices, 
with many years of experience, are quite capable of doing that. We 
would have a very firm policy, as I indicated earlier, to try to avoid 
good farm people being forced out, but it gets to be a matter of judg- 
ment as to whether a lender is just putting up a bold front and trying 
to push a troublesome loan off on to us or whether he is right up 
against it, and has got his mind made up to actually sell out these 
folks, if he can’t get the debt refinanced. 

I believe our people are quite capable of determining in their dis- 
cussions with these other lenders just what the situation is. We have 
had lots of experience in dealing with them, as you well know. 

Mr. Poage. I am not offering any criticism of your personnel. I 
think you have some capable people. But on the other hand, I can- 
not share your great optimism. I do not think that this committee 
would have that judgment. I think we are about as intelligent here 
as the average man you have got employed. 

I would dislike to have some little bank down in Texas bring its 
note case in here and tell us that they wanted us to take them all and 
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then we would try to decide which notes we ought to take and which 
ones we should not. 

It seems to me it is one of those problems that Solomon would find 
difficulty with. 

Mr. Scorr. I am sure there will be difficulty there but I must insist 
that I have a great deal of confidence, as I know you have, in Farmers’ 
Home personnel. 

Mr. Poagr. I am not criticizing your folks. I think they are doing 
a very good job, but I am just wondering if anybody can do that job. 

Mr. Scorr. There will certainly be plenty of pressure put on. There 
will be opportunities to make mistakes more readily in this refinanc- 
ing than in the providing of just the operating credit, of course. 

We realize that when you go into a refinancing deal that you are 
exposing yourself to some greater risk, but we think the conditions 
are such that we must do that, in a modest way. 

Mr. Poace. Well, about what percentage of these loans would you 
expect to refinance? I mean, you take a small country bank in the 
drought area, that has, let us say, $300,000 loaned out to the type of 
farmers that you would be refinancing. What percentage of that 
would you expect to get, if we passed these refinancing bills? 

Mr. hiss That will vary, as you know, a great deal between com- 


munities. I expect there will be some where we would have to make 
rather substantial volume of refinancing loans and then other areas 
very little, as it developed in some of these meetings that we have had: 
During some of these public meetings we were told that the Farmers’ 
Home and the bankers have had a series of meetings. They sat down 
and talked about their ears lending authorities and limitations 


and the credit situation and they were in general agreement as to just 
about how far each could go and had good ideas as to how much 
refinancing would be appropriate to give the banks some help. 

Mr. Poace. What do you have in mind, 10 percent or 75 percent? 

Mr. Scorr. I am not sure—of our total volume of business, do you 
mean ¢ 

Mr. Poace. Yes. 

Mr. Scorr. Could I ask Mr. Smith to answer ? 

Mr. Poage. I just want a guess—we have nothing to guide us. 

Mr. Smiru. Under our P. and S. program now we have statutory 
authority to do some refinancing in the chattel field. That is, lend 
on livestock and farm machinery. And in the drought areas in the 
last couple of years the amount of funds that has been advanced for 
refinancing has been in the neighborhood of 25 percent of the total 
funds advanced. 

So we expect that it would run at least that high in some of the 
more aggravated areas. 

I would like to say I think we have recognized the very problem you 
are talking about of holding within bounds or within reason the re- 
financing authority that might be granted under some of these 
proposals. 

And as the matter stands at the present time there is unlimited 
authority within the loan limits under title II loans for the Depart- 
ment to refinance loans on chattel property and livestock. 

In other words, there is no change, no proposal to change that par- 
ticular provision of the statute. 
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The Department’s proposal here would have to do with expanding 
somewhat the authority for refinancing in the real estate field only. 
Mr. Poace. And really the banks are not so much involved there. 

Mr. Smiru. That is right. Some banks are. Of course, private 
individuals are, they are probably as much involved as banks would 
be in that particular field. 

Mr. McLeatsn. Mr. Chairman, we notice in some cases where young 
veterans, particularly, have come in since the war, and bought land 
on contracts or short-term mortgages, that are now in trouble because 
of the size of the payments they are required to meet. And in those 
cases we probably would be justified in refinancing the real estate and 
probably picking up some other debts and put them all on a sound 
basis, 

Mr. Poaer. What kind of terms do you give when you refinance one 
of those real-estate loans ¢ 

Mr. McLeaisu. We have authority to go to 40 years. 

Mr. Poacr. And at 3 percent, is it not? 

Mr. McLexaisn. No, it is 44% percent. 

Mr. Poace. Four and one-half ? 

Mr. McLeaisu. Yes. 

Mr. Poace. Well, are you making loans at 40 years or what period 
are you actually making them for? You are not making them through 

_refinancing but making them direct ? 

Mr. McLexatsn. Direct loans. 

Mr. Poser. What period are you making those for ¢ 

Mr. McLxaisu. Those are 40-year loans. 

Mr. Poagr. You are doing that? 

Mr. McLeatsu. There is a provision in the mortgage contract that 
as soon as he is able to secure finances from private sources he is 
required to do so. The loans do not run 40 years. 

Mr. Poacr. I remember that we put that in the law. But a bor- 
rower goes out and he finds that he can get financing for 25 years, 
let us say, from New York Life, maybe even at the same interest rate 
that he is paying you, but he is not going to refinance his loan with 
the New York Life and you are not going to make him; are you ? 

Mr. McLexatsu. I think it has been our experience that we have been 
making them; haven’t we? 

Mr. Smiru. We have a direct contract in our mortgage contract, 
Mr. Chairman, with the borrower that when he acquires suflicient 
equity in his farm and when he can negotiate with a private lender 
a loan that will pay off the Government’s loan, then we require him 
to do so and we are insisting on that. 

Mr. Poage. You do not require him to do so any time that he can 
negotiate any kind of a loan; do you? Suppose he goes in here and 
finds some local Shylock that offers to make him a 2-year loan ? 

Mr. Smirn. You are right on that. 

Mr. Poacr. You do not force him to take that ? 

Mr. Smirn. No; but we would consider a 25-year loan with a 
national lender or with the land bank or some conventional real-estate 
lender to make a loan that would be reasonable. 

Mr. Poace. But it is not as long term as yours? Let us assume 
that it is not. I realize that some of them make as long terms as 
you do. 
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Mr. Smiru. The average real-estate borrower that we have keeps 
his loan with us about 10 or 11 years. In other words, the 40-year 
loan 

Mr. Poaer. Then if he can make a 30-year loan he has not shortened 
his period any? 

Mr. Smiru. With a 25-year loan he has not shortened it a great 
deal. 

Mr. Scorr. His business has grown up and gotten in better shape 
and he in the meantime is generally able to make more substantial 
payments. 

Mr. Poage. If he has been doing well, he would be glad to. The 
fellow that we are talking about now that you are going to take over 
has not been doing well. 

Mr. Scorr. That is right. 

Mr. Poage. He had not been making those payments and has not 
been cutting his note down. 

Mr. Scorr. When we carry the credit needs down the road, say, for 
10 years, then his situation usually is different. We certainly are 
careful to see that the refinancing terms are reasonable, not crowd him 
off into bad loan terms. 

Mr. Poace. You do not have any really fixed regulation then as to 
what kind of loans you will require a man to accept / 

Mr. Smiru. Yes, sir; we do. 

Mr. Poace. You do? 

Mr. Smiru. Yes. 

Mr. Poacr. What is it? 

Mr. SmitH. We have published regulations that require our county 
committees to review these real-estate borrowers in our counties once 
a year. And when the borrowers have acquired suflicient equity in 
their farms that will enable them to go to conventional lenders and 
negotiate loans for the balance that they owe the Government on their 
loans we require them to do so. 

Mr. Poace. But I mean, you do not have any limitation that says if 
the conventional lender will give 25-year loans; maybe, if he offers 20 
you will still make him take it ? ” 

Mr. Smiru. Yes. We interpret the statute to mean what conven- 
tional lenders are offering in the real-estate field which at the present 
time is 414 and 5 percent and 20- and 25- -year loans. 

Mr. Poaae. In other words, if he can get a loan which is in keeping 
with the average loans in the community. 

Mr. Smirn. That is right. 

Mr. P OAGE. Then you make him take it. 

Mr. Smirx. But we would not push him off to the unreasonable 
lender that you had reference to a minute ago, sir. 

Mr. Poace. And if you take these loans from these present lending 
institutions, you, of course, put the same kind of contract in effect. 

Mr. Smrrn. That isright. 

Mr. Poace. In the refinancing. 

Mr. Suir. That is right. This provision we have in our mortgage 
contract attracts the provision of the Bankhead-Jones statute. 

Mr. Poace. What you will do is to take some of the existing loan 
and then require a new deed of trust. 

Mr. Smiru. That is right. 
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Mr. Scorr. There is one point that might be of interest to the com- 
mittee on this question of refinancing of these short-term debts. We, 
of course, expect to make use of all of the tools that we have. And one 
of the authorities which is very helpful in getting at this refinancing 
is the emergency lending. While that contains a prohibition against 
refinancing of debts it does avoid the necessity of a bank or a PCA, for 
example, of having to increase a loan that has reached a maximum 
under their !ending policies. 

And while, as you would know, there is some reluctance on the part 
of lenders sometimes to cooperate with the Farmers’ Home when they 
would prefer to have their debts refinanced, in many, many instances, 
throughout the country, they are doing that. There is a large volume 
of credit being extended and it does, without taking over the debt, per- 
mit the farm family to continue when the Farmers’ Home puts up the 
necessary operating costs with a division of income that is wetked out 
on the case basis. 

Mr. Poacr. Standby agreements. 

Mr. Scorr. We, of course, expect to make maximum use of that. 

Mr. Poacr. You have that authority ? 

Mr. Scorr. That is right. 

Mr. Poace. At the present time ¢ 

Mr. Scorr. That is right. 

Mr. Poacr. And you are using that now ? 

Mr. Scorr. Yes. 

Mr. Poacr. That would not be involved in these real-estate loans ; 
would it 

Mr. Scorr. No, sir. 

Mr. Poacr. You would not handle them on that basis? 

Mr. Scorr. It is one of the recommendations, Mr. Chairman, that 
we have made to the Congress, to give us some further discretion in 
making one particular emergency-loan Law 727, that has been intro- 
duced and is pending. 

Mr. Poagr. Is that in the Hill bill? 

Mr. Scorr. That is a separate—— 

Mr. Poace. That is a separate bill? 

Mr. Scorr. A separate bill. 

It has been introduced in the House as H. R. 10289. 

Mr. Poage. That is a new bill. 

Mr. Scorr. And 10289 and 10303. It has been introduced in three 
bills. , 

Mr. Poage. Those bills are here. 

Mr. Scorr. The purpose of that recommendation, I might say, is 
under the present law we can have outstanding in our revolving fund 
only $15 million at any one time in such loans. There is a limitation 
of $15,000 on the individual loans. 

That is proving to be a very helpful type of emergency credit and 
we are asking that that authority be increased sd that we could make 
up to $50 million of such loans. 

Mr. Poacr. Well, it does not change anything except the amount of 
money. 

Mr. Scorr. It changes the extent to which we may use it. 

Mr. McLeaisu. We are right up to the limit, I might say, now on 
the $15 million. 
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Mr. Poace. It increases the amount of money. But it does not 
change your authority any. 

Mr. Scorr. That is right. 

Mr. Jounson.. This is one of the President’s recommendations. 

Mr. Scorr. Yes, sir. 

Mr. Jounson. I am new on the committee, but is it not customary 
to send these up to the chairman ? 

Mr. Poaar. They have been sent up, I am sure. 

Mr. JoHNSON. They have? 

Mr. Poace. They are sent to Mr. Cooley. I received these bills this 

very morning. Here is the letter that came with them. 

Mr. Jounson. The bill before it is introduced, is it not customary 
to send them to the chairman of the committee ? 

Mr. Scorr. They were sent; yes, sir. 

Mr. Poace. In any event, we have the bills before us. And what we 
are trying to get at now is just how much changes in the law we need to 
give whatever assistance we should give to our farmers. And not to 
extend this thing any. further than we should. 

I do not think anyone of us wants to get you more deeply involved 
than necessary. You think that we need liberalization in your real 
estate loans ? 

Mr. Scorr. Yes. 

Mr. Poagr. So as to allow refinancing. 

Mr. Scorr. We have a very brief “statement that highlights the 
recommendations that we have made, if it would be of interest to you. 

Mr. Poaae. Surely, we will be glad to have it. 

Mr. Scorr. The statement pertaining to H. R. 9843 is the one that 
Iam going to present. 

Mr. Chairman and gentlemen of the committee, we appreciate this 
opportunity to discuss H. R. 9843, the provisions of which have been 
recommended by this administration. 

The purpose of these proposals is to broaden the lending authority 
of the aeniert? Home A yninisten tion | in a justifiable and reasonable 
manner to take care of necessary credit requirements of farmers who 
‘annot obtain needed credit trom other lenders. 

Briefly this bill would accomplish the following: 

(1) Title I loans could be made to refinance debts until June 30. 
1959, with a limitation of $50 million for insured refinancing loans: 
during any fiscal year. We would not intend to use this refinancing 
authority when there is any other feasible way to take care of the debt 
situation by modification of terms of existing loans. 

Mr. Poace. Is not that exactly what these ‘three bills do? 

Mr. Scorr. There is a great similarity in certain features of some of 
these other bills. 

Mr. Poace. They raise the limit from $15 to $50 million, and they 
extend the time from 1957 to 1959. Is not that escrly what you are 
doing here ¢ 

Mr. McLeatsu. I think you are looking at Public Law 727 when 
you say about $15 to $50 million, 

Mr. Poace. I know it is a different bill but does it have a different 
effect ¢ 

Mr. McLeaisn. That is a different bill entirely. 
Mr. Scorr. Different title, different type of loan. 
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Mr. Poace. Title I—the other refers to section 1—the first refers to 
title I. 

That is what I am trying to find out whether they are the same thing 
ornot. They tell me they are not. 

Mr. Scorr. Title I, you will remember, is the real estate lending 
authority of the Farmers’ Home Administration. 

Title IT is the operating and intermediate term loan. 

Mr. Poace. Do these bills 10387, 10289, do these bills increase from 
$15 to $50 million—do they relate only to chattel loans ? 

Mr. Soorr. Yes, sir. 

Mr. McLeaisu. They relate to economic emergency loans in areas 
that are designated. 

Mr. Poacre. Then what you are suggesting is an increase from $15 
to $50 million in both types of loans—two separate increases. 

Mr. McLxraisn. Yes, sir. 

Mr. Scorr. Yes; that is right. 

Mr. McLeatsH. Might I point out here on this title I loan, we are 
not to confuse that with an existing $15 million. This is a limitation 
of $50 million. And there is no present limitation in there in rela- 
tion to existing law but this simply sets aside a limitation of up to 
$50 million for this particular purpose. 

Mr. Scorr. That is correct. 

Mr. McLexatsu. This is not to increase an existing base. 

Mr. Scorr. Title I loan now contains authority to enlarge or 
improve the farming business. And this would add another for the 
purpose of refinancing. 

Mr. Poace. For 2 years, limited to $50 million? 

Mr. Scorr. That is right. 

(2) Finance the essential credit needs of owner-operators of farms 
that are insufficient in size to adequately meet the requirements of 
the family and therefore the farm income needs to be supplemented 
by off-farm work. This authority would not be used where it is 
possible under the present provisions to enlarge the size of the farm. 

Loans under this authority would be restricted to owner-operators 
who have an adequate farm background and evidence a determination 
to be substantially engaged in farming. It is not the intention to 
finance town people who merely reside in a rural area. This authority 
would be particularly helpful in carrying out the purposes of the 
rural development program. 

In other words, we intend to go ahead and wherever it is possible 
and feasible and the desire of the owner of a farm that is smaller 
than is required to meet his needs, we intend to go ahead and enlarge 
that unit, but where we find that that isn’t practical and we still have 
a bona fide farmer that has some dependable off-farm income, this 
proposed amendment would enable us to go in. We do not now have 
authority to make such a loan. 

Mr. Poace. Why do you confine that? If we are going to do it at 
all why do you confine it to an owner-operator? What about the 
tenant who is doing the same thing ? 

Mr. Smiru. The tenant operator, Mr. Chairman, in that particular 
‘category will be taken care of under title IT a little bit later in this 
explanation. But we are now only dealing here with real estate loans 
under title I. 
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Mr. Poacr. You are proposing to make these loans as a lien against 
the land? 

Mr. Situ. That is right. 

Mr. Poacer. For other purposes than the purchase of land? 

Mr. Saari. That is right but there is a comparable provision you 
will find in the Department’s proposals when we get to title IT loans. 
That will take care of the tenants. 

Mr. Poace. What I am getting at now, this loan would be made 
to buy equipment ? 

Mr. Smiru. No, sir; it will only relate to real estate purposes. 

Mr. Poacr. Then what would it be made for? It is not going to 
buy any more land, Mr. Scott said. 

Mr. Sanrx. It will be made for improvements of buildings, maybe 
the construction of a house, adding a barn, fences, land development 
and things of that kind. 

Mr. Poace. In other words, only improvements to the real estate? 

Mr. Smit. That is right. 

Mr. JonHnson. Would it be made to pay off an existing mortgage? 

Mr. Smirn. Yes, sir; we could refinance the existing mortgage and 
scatter it out over a sufficient length of time in connection with the 
loan. 

Mr. McLeaisn. If I might add one other thing, this would put us 
in possession of having the author ity under the Bankhead-Jones Act; 
as 1s now contemplated under title V of the Housing Act we pretty 
well cover the field they are trying to cover under title V. 

Mr. Poace. This would enable you to make housing loans? 

Mr. McLeatsu. That is right. 

Mr. Poaer. And it might develop into a pretty large thing? 

Mr. McLeatsn. It could. 

Mr. Smiru. That is right. 

Mr. McInrirme. This goes beyond the housing law. 

Mr. McLeatsn. It goes beyond. Not solely for the housing but it 
could cover the housing, title V, Housing Act. 

Mr. McIntire. And it goes into the refinane ing field in addition 
to that? 

Mr. Sutra. That is right. 

Mr. McLeatsn. Yes. 

Mr. McIntire. This is in this area of part-time farm operation? 

Mr. Scorr. Yes, sir. 

Mr. McIntire. Do you think that it would be helpful at this point 
if, in the bill or in the legislative record, there were some boundaries 
laid down here as to rules of eligibility? What I am coming at re- 
lates to the field of refinancing indebtedness, and to the requirement 
that money loaned under this provision could be used only to refinance 
agricultural indebtedness or indebtedness which was incurred in con- 
nection with the farming operation of this property; and another 

requirement on eligibility wherein only one who had owned and 
operated this farm for a period of perhaps 5 years would be eligible. 

What I am doing here is simply exploring some limitations of 
eligibility that w ould help to define the purpose of these loans, deter- 

mining whether or not they are serving farmers who are part-time 
farmers who are established in agriculture and endeavoring to limit 
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these loans to the use of the money in actually refinancing indebtedness 
which was incident to the farming operation of the property. Then 
we would not get over into the field of refinancing indebtedness of an 
applicant whose indebtedness has no relation whatsoever to a farming 
operation. 

Mr. Scorr. 1 think your suggestions are very much-in order there. 
And we certainly, intend to keep this in the strictly agricultural field 
and limit the credit to bona fide farmers, I mean people who have 
every evidence of being farm people rather than townspeople who 
just happen to live out in the country. 

Mr. McIntire. It is my observation, Mr. Scott, that this is an 
area where there are definitely honest differences of opinion as to 
whether we should be serving in the field of agricultural loans. 

I am one who subscribes to the fact that there is a place where there 
is need for agricultural credit and that there are many areas of the 
country where folks who are traditionally engaged in farming and 
themselves by their own choice—and sometimes choices dictated by 
circumstances beyond their control—taking farm income in order to 
round out their total family income. 

And that it is a perfectly sound procedure for that family to be so 
engaged, and to continue to live on the farm and to operate it. 

But I think there is some apprehension that a provision for lend- 
ing to part-time farmers would open up the possibility of picking 
up folks who are moving out of the city areas onto the farm and that 
these folks will simply use the agricultural credit vehicles to assist 
themselves in such a way as to bring them in competition with the 
established farmers. 

I am simply searching for a way in which perhaps this could be 
limited, thereby assisting your administration of this act in defining 
who were eligible and the type of debts which could be paid by the 
loan. 

Mr. Scorr. I think it would be very helpful to us to have the record 
very clear on that point, so that we could carry out this purpose that 
you have expressed. I am sure that we as well as the members of the 
committee have that in mind, that you keep this type of lending 
strictly in the agricultural field. 

Mr. Hagen. There is a statement here which seems to contradict 
slightly what you said about the impact of this in that in paragraph 2 
you say, “This authority would not be used where it is possible under 
the present provisions to enlarge the size of the farm,” which would 
seem to imply that you intend this as a vehicle for enlarging the size 
of the farm. 

Mr. McLeaisn. Congressman, we have that authority under title 
I already. In other words, we can find a man with an inadequate 
unit and lend him enough money to buy additional land which would 
give him an adequate sized family-type farm. That authority exists. 

Mr. Hacen. This statement ee seem to indicate that you are 
enlarging that authority. And in what fashion are you doing that? 

Mr. McLeaisu. I think Mr. Scott means under title I as it now 
exists that we are able to make a loan to a man who is on an inadequate 
farm and enlarge it up to an adequate farm. So we would not use the 
second provision where we could use No. I. 

Mr. Hagen. Yes. 
Mr. McLeatsu. That is the point. 



















sie aie. i: reader Bs 4s 


































MISCELLANEOUS CREDIT 85 


Mr. Hacen. But what additional authority are you giving to make 
these kind of loans? 

Mr. McLeatsu. This authority applies to farms which are not ade- 
quate family sized units. In other words, you have got a man, we 
will say, with 20 acres or 30 acres, which is not an adequate size unit, 
but has been farming it over the years. 

Mr. Haagen. I understand all of that. 

Mr. McLeaisu. That he has a job, say, in town that he works part 
of the year on and part of the year he farms. 

Mr. Hacen. Well, actually then as I understand it, under the present 
authority if there is a certain percentage of his income, the larger 
percentage comes from off the farm activities, he is not eligible—is 
that not correct? There is a 50 percent requirement or something 
like that ? 

Mr. Scorr. We would have to find in the proposed setup a sufficient 
prospective income to maintain the family, income from the agricul- 
tural production, and retire the debts under our present authority. 

The sentence to which you referred was intending to say that when 
we receive applications that our first objective will continue to be to 
enlarge the farm unit, so that it will be self-sustaining, but failing 
to find a practical way to do that, then we would drop back to this 
new authority which we are seeking and see if we could figure out 
a sound loan and a sound plan of operation where this off-farm income 
was taken into account. 

Mr. Hagen. Well, I mean actually what you are saying is some- 
thing like this, if you could get him to build some chicken coops or 
someting like that he could operate on the existing farm a little more 
efficiently ; is that what you are saying? 

Mr. Scorr. We might enlarge the farm. If we could find some 
adjacent land that could be acquired at a reasonable price, we would 
go ahead and enlarge it. 

Mr. Hagen. As I understand it there is some restriction presently 
on the percentage of income these ypeages have to have from the farm 
itself to be eligible: is that not correct? 

Mr. Scorr. That is right. 

Mr. Smiru. That is right. Under the present statute the provi- 
sions is that the owner-operator before he is eligible for a title I loan 
must be engaged primarily in farming; in other words, he must be 
using a major portion of the time in carrying on the farming opera- 
tions and receiving the major portion of his income from the farm. 

Mr. Hagen. Does that apply to his own farming operations, say, 
he made 60 percent from working for other farmers ? 

Mr. Smiru. It applies to his own farm. 

Mr. Hacen. A man who does work for other farmers to the extent 
of 60 percent would not be eligible. 

Mr. Smiru. That is right, would not be eligible. 

Mr. Hacen. Are you seeking to make him eligible—and why 
shouldn’t you? 

Mr. Smiru. We are seeking by this particular provision that Mr. 
Scott is explaining to bring into the eligibility category more of the 
farm population that are working off the farm. 

Mr. Hacen. In other words, this man, if this legislation is approved, 
who presently is earning 60 percent of his income working for other 
farmers would become e ‘gible. 
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Mr. Smrru. That is right. 

Mr. Hagen. That is good. 

Mr. Surru. Yes. 

Mr. Poace. Go ahead, Mr. Scott. 

Mr. Scorr. (3) Remove the present restriction on title I loans to 
amounts not in excess of the average value of efficient family-type 
farm units in a particular county in order that loans may be made 
on all eligible family-type farms. 

This authority would be used only for farm development and 
refinancing loans. It is the intention to continue by administrative 
regulations to limit loans for the acquisition of farms to those with 

value not greater than the average of efficient family-type farms 
in the county. 

In other words, under the present authority in financing family 
type farms we are stopped at the average value of those farms in the 
county. 

In other words, we cannot finance all eligible family-type farms, 
but we have to cut off at what is determined to be the average value 
of those farms. And we are saying it seems to us that if we are 
going to properly finance eligible family-type farms that cannot get 
necessary credit, at reasonable terms elsewhere, that we ought to “be 
permitted to take in the whole group and not 

Mr. Poace. Why should it include those in the upper brackets, 
above the average? Why should the man who is able to buy the 
above-average farm, why should you be making him a loan, anyhow / 

In others words, this seems to be something like asking the question, 
why should you lend the money to the man ‘who wants to buy a Cad- 
illac automobile ? 

Mr. Scorr. If he is otherwise eligible—if he has a family-sized 
farm—he cannot get credit—necessary credit on reasonable terms, 
and he meets all of the tests excepting that his unit is properly valued 
at a little above the average value of those farms, it would seem to 
us 

Mr. Poaee. Wait—the bill does not say a little above average. It 
lets you make the loan, as I understand it, on the most expensive farm 
in the county if he can get it at a proper price. 

Mr. Scorr. We are still talking about the family-type farm. We 
are not getting off into a big commercial operation. We are still 
meaning ‘to confine this to the family-sized farm. 

Mr. Surru. Mr. Chairman, I wonder if I could: help es for 
a moment here what the present statutory provisions are with respect 
to average values. 

At the present time we are limited in title I loans to making loans 
on farms, not after the loans are made, that won’t have a value in 
excess of what has been established as the value of efficient farms in 
the county. 

Theoretically, the way that is supposed to be arrived at, we have 
our county people in our county committee list all of the familv-type 
farms in the county, determine their value and then strike an average. 

In a given county if they would range from $20,000 to $40,000, the 
least valuable one is $20,000, the most. valuable one is $40,000, then we 
would be limited under the present statute to making loans on farms, 
after the loan is made, that would have a value not in excess of 
$30,000. 
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We are proposing here to continue that kind of lending policy with 
respect to the acquisition of farms, because our idea is that the under- 
lying purpose of the statute would be that when the Government 
makes a 90 or 100 percent loan to buy a farm then it ought not to be 
in excess of a modest farm. In other words, that would be proper to 
tart an operator with that type of loan. 

But when it comes to making loans now, as we are proposing here, 
for the refinancing of debts to assist some of these operators that in 
the past couple of ; years may have gotting in trouble with their farm 
financing, then we think that it is just as proper to assist the operator 

that has a $35,000 farm in this same county or a $38,000 farm as it 
would be to assist the operator that has a $35,000 farm. That is the 
underlying thinking back of it. 

Mr. Poaae. Is that what the measure does? I understood that was 
not what it did. 

Mr. Smiru. It would permit us to go up to the $40,000, that is right. 
[It would permit us. 

Mr. Poace. For any purpose? 

Mr. Smiru. No, for the development and for the refinancing of the 
loans, 

Mr. Poacr. I do not know that I would find objection to that, but 
actually the bill as it is written would not allow you to go to the 
=40,000 for any purpose. 

Mr. Smiru. That is right, sir. 

Mr. Poace. Except that you say, “We will use self-restraint and will 
not do it?” 

Mr. Smiru. Yes. 

Mr. Poagr. In which event we do not need any law at all. 

Mr. Smirn. As the language is written you are correct, sir; that 
the language as written would permit us, the agency, to make ‘loans 
to develop, acquire, or refinance debts, on farms within this family- 
type category. 

Mr. Poagr. Yes; I understand. 

Mr. Smrru. But as Mr. Scott has explained here, we are intending 
by administrative regulations to limit loans for the acquisition of 
farms in keeping with the present longtime policy of the agency. 

Mr. Poace. It seems to me to be sound, but it seems to me that we 
ought to write it in the law. 

Mr. Scorr. I think that would be a very proper thing to do. We 
have no intention of going beyond this in the acquisition of farms, 
going beyond present authority. I think it would - very proper for 
that limitation to be put right in the law. 

Mr. Horr. Might I ask a question, Mr. Chairman ? 

Mr. Poage. ¢ ‘ertainly. 

Mr. Horr. This matter possibly has been covered already. I am 
sorry I was late. 

When you speak about refinancing now are you inc luding indebted- 
ness of all kinds that the farmer may have—not only indebtedness to 

vou but indebtedness he may have at the banks and with the ma- 
chinery companies and other creditors ? 

Mr. Scorr. Yes, sir. 

Mr. Smirn. Yes, sir. 

Mr. Horr. It would include any type of refinancing? In previous 
situations of this kind in many cases there has been an effort made to get 
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creditors to compromise their status. Do you have that in mind here, 
or what are your thoughts on that? 

Mr. Scorr. Yes, Mr. Hope. As we discussed earlier, it is our feeling 
that we ought to be very careful in using the refinancing authority to as 
nearly as possible avoid taking over a loss loan. We would expect our 
folks to be careful in appraising the chattel property or other property 
that is available as security, making a reasonable appraisal, not any 
sacrifice sale value, but going value, its use in agricultural purposes. 

But where the debts exceed a reasonable relationship to the chattels 
that are available and other security we would expect to insist on a scale 
down as a general thing. We do not intend to take over knowingly 
some losses from other places. 

Mr. Horr. I assumed that is probably what you had in mind. 

Mr. Scorr. Yes. 

Mr. Poace. If you will proceed, Mr. Scott. 

Mr. Scorr. (4) Authorize the making of insured loans in amounts 
not in excess of the fair and reasonable value of the farm as certified 
by the county committee. 

These insured loans are now limited to 90 percent of that value 
although loans made from appropriated funds have for a number of 
years been successfully made without this 90-percent limitation. 

In other words, we would make loans in exactly the same manner, a 
careful appraisal of the long-range valuations of the land, and using 
factors that are commonly used by Federal land bank and other ideal 
lenders, very similar to their factors and arrive at this reasonable value. 

Now we can make some from appropriated funds, loans which go 


up to this value; in other words, a 100 percent of appraised value. On 
the insured-loan authority, wherever we use that we have to drop back 
toa 90 percent of that value. 

Experience with this type of loan has been that this often forces folks 
to resort to creating debts on the side and going to various means to 
build up this 10 percent ey: 


It is the firm policy in making these loans to confine the lending to 
farm families that have a demonstrated ability of being good operators 
and so on, and that have a pretty substantial equity in their chattel 
properties. 

So this is not a case of just setting up people in the farming business 
without anything to go on. The experience indicates that this is the 
soundest loan that FHA makes. The repayment record is splendid. 

We feel that that experience warrants the recommendation that we 
be permitted to make these insured loans on the same basis that we do 
the direct loans. The insured loan—I might point out here just to 
remind all of you—it may be a misnomer to call it that—an insured 
loan in the Farmers’ Home Administration merely means that the 
funds that are used are obtained from an investor, ordinarily a banker. 

The Farmers’ Home selects the applicant, makes the loan, everything 
that that involves, they service the aan and collect it. 

And we think that is very important to the success of this type of 
lending. 

Mr. Poager. So far as the borrower is concerned he does not know 
whether it is insured or whether it is direct ; does he? 

Mr. Scorr. Not at the time he negotiates the loan. I think there is 
some advice, 
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Mr. McLeatsH. He probably knows it is insured when he finally gets 
the loan but for all practical purposes it does not make any difference 
to him whether he gets the money from the Government or the bank. 

Mr. Poacer. That is right, he may be given a notice that this is an 
insured loan. 

Mr. McLeaisH. He still pays the Government the money. 

Mr. Poace. The operation is exactly the same. 

Mr. Smiru. His copy of the note would show the name of the lender 
that furnished the money. That is really the only document that the 
borrower would have. 

Mr. Poaere. What is the advantage of bringing that down to an in- 
dividual? ‘Why should not the borrower sell the debenture against 
all of those loans like the land banks do? Would it not accomplish 
the same thing ? 

Mr. Smitru. We have thought of that some. 

Mr. McLeatsH. We have thought considerable of it. 

Mr. Scorr. Various things that we have tried to explore to get ade- 
quate funds without increasing the amount of appropriated funds. 

Mr. Poace. If you need $50 million it would be easier to sell $50 
million worth of debentures with the Government guaranteeing them 
than it would be to go out and find some thous: ind different lenders 
who would lend $500 or $5,000 apiece. 

Mr. McLeaisH. You are absolutely correct. It would be easier to 
sell a debenture, in blocks of $1 million or $2 million to the larger 
banks than it is to sell these individual notes, but we do have some of 
the trust funds in the larger banks who are not taking these notes in 
considerable quantity. 

Mr. Poace. The lender, the man who puts up the money, does not 
even know who the borrower is; does he? 

Mr. McLeaisu. No. 

Mr. Scorr. There has been an interesting development here that I 
am sure that the committee will be interested in, in this insured-loan 
field, and it is just getting underway in a few of the States. 

It offers a fine opportunity for the county supervisor of the Farm- 
ers’ Home Administration to work with the local bank. The banker 
will have a customer, maybe a young fellow starting out, but some- 
one that he has great "confidence in but his credit requirements exceed 
the bank’s lending policy. There is developing a very fine relation- 
ship there between our county man and the banker in selecting these 
folks. 

And the banker has an interest in seeing that this farm family or the 
young family get pr operly financed. We think it will show up ina 
very fine way in this graduation process, to keep that local interest 
on the part of the banker there. 

We feel it is a method that is well worthy of further exploration. 

Mr. Jonnson. Does it not enable the banker to help the young 
farmer without taking any chances? 

Mr. Scorr. Yes, that is correct. He has no risk under this loan. 
It helps us in the selection of good people. We get another judgment 
in there, and he has an interest in this family that shows up in a way 
that is characteristic of a lender who wants to see someone get ahead 
and get him over into his bank, ultimately. 

e feel from early experience with that that it is getting these 
f val where they should come from and it will broaden our service. 





90 MISCELLANEOUS CREDIT 


Mr. Jounson. What is the diflerence between the interest rates / 
Does the banker receive a less interest rate on his farm mortgage than 
the Government gets. Is there a margin of profit in there for the 
Government to take care of losses ¢ 

Mr. Scorr. The Government gets 1 percent of the interest rate, 
one-half to build up a guaranty fund and a half of which is used for 
administrative cost. 

We look upon this as a new field. We are exploring it but we see 
some advantage in it. 

Mr. Poace. There has been a move completely away from the orig- 
inal idea; has there not? Mr. Pace put this in the law. This is Mr. 
Pace’s idea. And his idea, as I envisioned it at that time, was solely 
that if a man wants to buy a farm, improve the farm, he goes out and 
finds some neighbor who will lend the money if the Government guar- 
antees it. His idea was that the Government would guarantee these 
private loans very largely, but we have moved completely away from 
that; havent we? 

Mr. Smiru. No, sir. 

Mr. Poace. I am not criticizing it. In fact, I think it possible we 
should, but actually there is no such operation as that carried on at all. 

Mr. Smiru. Yes,sir. Ido not believe that is quite exactly what has 
gone on. The only change that has been made basically in the insured- 
mortgage program, that was first enacted in 1946 as the chairman well 
knows, sir—the changes that have been made in the past 2 or 3 years 
have had to do more with smoothing out the routines of making the 
loans, rather than the original concept. 

At the present time about 60 percent of the insured funds that the 
agency is using are furnished by private local banks. The local 
banker now only holds the note that the farmer gives for the loan 
and the Government insures that note. The Government holds the 
mortgage. That has enabled us to interest far more lenders in the 
insured-mortgage program and has smoothed out a lot of the mechanics 
in getting the loan made. 

Mr. Poace. We had an amendment a few years ago to make the 
mortgages in that fashion. 

Mr. Smiru. That is right. That has been of a great deal of assist- 
ance in making this program workable. ‘The original idea of interest- 
ing the local ‘banker in a particular farm family and having him 
furnish the funds and the Government insur ing the loan is still a part 
of the thinking and is still going on in connection with the loan. 

Mr. Horr. How well did that succeed? You have never made a 
large amount of loans under that. 

Mr. Sairu. No, sir; the last fiscal year, that is, fiscal year 1955, the 
agency insured around $51 million worth of insured loans. That 
was the largest volume of loans that we have ever insured. This year 
it looks as though it will get in the neighborhood of that same figure. 

Mr. Horr. What was the highest figure you had before that time? 

Mr. Smiru. i *robably around $17 million. 

Mr. Horr. That is before the amendment was adopted ? 

Mr. Smiru. That is right—the last year. 

Mr. Horr. In 1954 we adopted that amendment; $17 million was 
the highest then that you had before you went to the present plan? 

Mr. Smirnu. That is right. 
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Mr. McLeatsn. And the next year it dropped down to $914 million 
after the $17 million. And 1955 was the first year we have operated 
under the new program. And as Mr. Smith pointed out we made 
$51 million worth of loans. 

Mr. Smiru. In connection with the changes Congress authorized on 
the insured mortgage program, in order to run an insured program 
on a national basis it is necessary to keep some national lenders in the 
picture because otherwise the program would be very spotted and we 
have been able by these changes to keep two or three large national 
lenders interested in buying the loans. That has enabled us to keep 
the program on a national basis that otherwise would not have been 
possible. 

Mr. Horr. You have not had any difficulty in getting the funds to 
take care of the applications? 

Mr. Smirn. At the present time we have no difficulty at all. 

Mr. McIntire. Under your present regulations who is eligible as 
a lender to enter into this insurance agreement ? 

Mr. Smrru. Anybody that has the funds, any institution or any 
private individual that has the funds. 

Mr. McIntme. In other words, any private individual. 

Let me say you are dealing here with a situation where you are re- 
financing some indebtedness secured by a real-estate mortgage on 
which original notes were held by, we will say, the farmer-owner of 
the farm. Would it be possible for that farmer-owner to negotiate 
with you to continue his investment—I apprec iate changing legal 
instruments—but he being the person that is holding the insured notes. 

Mr. Suirn. We do not have author ity under these proposed amend- 
ments to merely insure the present outstanding loans. 

Mr. McIntire. I appreciate that. But would the private indi- 
vidual negotiate with you to provide the money ? 

Mr. Sri. As a lender? 

Mr. McIntire. As a lender. 

Mr. Suirn. Yes, sir; he could. He would be eligible as a lender. 

Mr. McLeatsu. Mr. McIntire, there might be another factor in- 
volved. This private lender may have the original mortage on the 
farm but there may be other debts for which he would also have to put 
up cash. 

Mr. McIntire. Certainly. 

Mr. McLexatsn. In that case. 

Mr. McIntire. But he is eligible? 

Mr. Smirn. That is right. We have had over the years a few pri- 
vate individuals that have become lenders under the program. We do 
not encourage that because there are some complications that arise. 
Corporate lenders in the country go on for a long time. The indi- 
vidual dies. That complicates the ser vicing problem. 

Mr. Poacr. Then this lender gets 314 > percent. To the lender this 
was a 314 percent loan ? 

Mr. Smirn. That is right. 

Mr. Poacer. I mean, the individual putting up the money gets 314? 

Mr. Smarnu. That is right. 

Mr. Poacs. The borrower pays 4 percent to the lender? 

Mr. Smirn. That is right. 
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Mr. Poace. That comes back to this question, some old lady, typical 
in our community, has got a little money and she wants to invest 
$10,000 at 314 percent w ith the United States Government—which is 
a little better than she gets if she puts it in bonds—can she bring 

$10,000 to you and will you loan it for her? 

Mr. Suiru. She would have to get on our list. We maintain a na- 
tional register of lenders in the W ashington office here. She would 
have to request the national office to become a lender under our in- 
sured-mortgage program and tell us where she wanted to make the 
loans and the amount she wanted to make the loans in. 

If we approved her as a lender then we would inform the State 
director in the State in which she wants to make the loans that if he 
has an applicant for an insured loan in the area in which she wants 
to do business, he could order the check from her when he got ready 
to close the loan. 

Mr. Poace. What difference does it make what area she does busi- 
ness in? 

Mr. Smirn. It does not make any difference to us. We have to 
maintain a national register. 

Mr. Poacr. What difference does it make to the prospective lender ? 

Mr. Smirn. She would likely want to do business in her own 
locality. 

Mr. Poace. She might. By and large, she is interested in that 314 
percent instead of that 3- percent money. 

Mr. Smiru. The only reason, Mr. Chairman, why the area is of some 
concern to some lenders is because some companies, some corporations, 
are not authorized to do business within certain areas. 

Mr. Poace. I know. I am just thinking in these terms. There 
are thousands of those people over the country. Let us assume the 
old lady Brown has $10,000 and she lives at Lorena, Tex., and wants 
to invest that money. She wants to get this 314 percent on ‘her money. 

Can she go to Mr. Lee in the office at Waco—your man in Waco— 
and tell him she wants to loan this money and will he find her a 
borrower ¢ 

Mr. Smirn. Mr. Lee would inform her that she would have to be- 
come an approved lender by the Administrator of the organization. 

Mr. Poace. All right. What requirements have you got of her? 
She has the money and her money is as good as anybody else’ s, like the 
New York Life money. 

Mr. Smirn. It won't make any difference to us—you are correct. 

Mr. Jounson. Would he help her fill out the required papers or 
would the redtape become so excessive that the old lady would get 
discouraged and buy Government bonds? 

Mr. McLeatsx. There is a letter saying that they want to lend so 
much money. We require that from the lender, up to so much. And 
then we pr oceed to try to find a borrower for her. 

Some banks do limit it to the county they are located in. Other 
banks will limit it to the State they are located in. That is the reason 
why Mr. Smith has brought up that. 

Mr. Poacr. I am speaking of these individuals, not because anybody 
asked me to get any of these loans for them. I can see where we 
might get those kind of requests. 
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Mr. Smirn. Our experience has been, since 1946, since we have been 
operating this type of insured-mortgage program, that we have had, 
I believe, less than half a dozen of individual lenders that have 
attempted to become lenders under the program. 

Mr. Poacr. Have you taken care of that half dozen? 

Mr. Smiru. We made a few loans where private individuals are 
lenders. 

I would say to you quite frankly that the experience has not been 
too good because of the complications that may arise thereafter in 
connection with the servicing of it. 

Mr. Poage. I think I can understand that. That is one of the 
reasons probably why it would be much easier for you to sell deben- 
tures than to insure these individual loans. If you sell $10 million 
of debentures in one lump you guarantee them all, anyhow. 

Mr. Smirn. We made a very careful study of the debenture pro- 
cedure, as opposed to what we are doing at the present time. There 
are some complications involved in that. 

Mr. Poage. Do you think you have the authority at the present time 
to sell debentures? 

Mr. Smiru. No, sir; we do not have. 

Mr. Poaae. I didn’ t think you did have. 

Mr. McLxatsn. It would probably require the setting up of a sep- 
arate corporation to sell the debentures, Mr. C hairman. If we sold 
them it would amount to a direct Government obligation, of course; 
yes. I did not mean to stop you, Mr. Scott. 

Mr. Hagen. Presently that lender, whoever it might be, stands to 
lose 10 percent of the loan if it goes sour. ’ 

Mr. McLeatsu. That is not correct. We are guaranteeing 100 per- 
cent of the loan we are making. If we are only making up to 90 percent 
of the long-time 

Mr. Hacen. The probability is that the private lender will supply 
the other 10 percent if the farmer needs it. 

Mr. Poace. There would not be much security on that. 

Mr. Hagen. You will insure up to 90 percent of the value of the 
a now, you propose to raise that to 100. You say that the farmer 

neurs debts elsewhere for this 10 percent; is that what you said ? 

Mr.Scorr. Yes, sir. 

Mr. Hagen. Under ordinary circumstances, would not he make that 
debt with the same person who put up the money for the 90 percent 
of the value of the farm ? 

Mr. Scorr. Usually they will obligate their chattels to get this equity. 
It just complicates, in the light of our experience. We have had good 
experience with these direct loans, 100 percent of the appraised v: alue, 
that is the only reason we are suggesting this. Taking into account 
all of the other things that enter into a ‘deci ision whether or not this 
particular application has enough equity in the overall holdings, and 
a good enough background and prospects for success to be cligible. 

Mr. Hace. Actually, if you could loan up to 100 percent of value 
of the farm you are strengthening the Government’s position and 
would be getting more money at a cheaper rate of interest, et cetera. 

Mr. McIntire. Might I ask a question on this? 

It was mentioned, Mr. Scott, reasonable equity. Am I correct in 
this observation: Here we are dealing with the refinancing of in- 
debtedness or acquiring of a farm and things of that sort. 
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On the other hand, in other provisions of the existing law you 
could loan up to 100 percent of the value of his personal property ; 
could you not? 

Mr. Scorr. Yes. 

Mr. McIntire. How do you establish the reasonable equity to pro- 
tect this 100 percent loan when you have two ways in which you can 
go—one, through real estate, and two, through personal property ¢ 
And on both routes you can go to 100 percent. 

Mr. Scorr. Mr. McIntire, the policies and regulations are such and 
the understanding of our people in the counties that make the loans 
is such that they, of course, do not use this authority to make 100 per- 
cent loans on chattels and real estate at the same time. They will size 
the whole deal up and make a sound loan. 

The experience has been that they have been doing that quite 
consistently. In other words, if they go 100 percent of the appraised 
value of the real estate, why certainly they would have reasonable 
equities in the chattel property. 

Mr. McIntire. Let us take a hypothetical case, Mr. Scott. You are 
already in on the personal property. If you are already in on lending 
on personal property at 100 percent, are you going to be in a position 
of not being able to lend to 100 percent on the real estate? How are 
you going to strike an equity in there? That is what you referred to. 

Mr. Smirn. The person that you are dealing with is an owner. 

Mr. McIntire. He is an owner, he is the Farmers’ Home Adminis- 
tration client on production and subsistence loans and you have loaned 
him on chattels, you are already up to 100 percent—he is faced with 

‘outside indebtedness on his real estate which is placing in jeopardy his 
whole operation, and he has been operating reasonably well. 

You have reason to believe that if he could refinance this indebted- 
ness he would come out all right. How are you going to build equity 
in that situation where you are already in on the personal property, 
etc. ¢ 

What I am getting at is, I guess, that I just inherently resist this 
100 percent loan, because I just think there should be at least a margin 
of equity to protect or to incite the tenacity of the individual to stay 
by this deal. 

I wondered if you could elaborate on how you do set the equity 
in here because it seems to me that the tools we are dealing with and 
the many circumstances which the Farmers’ Home Administration 
will find themselves in, would have the effect of putting you 100 per- 
cent across the board. How can we protect the Farmers’ Home Ad- 
ministration in this legislation in those situations ? 

Mr. Sarrn. I think it is conceivable that you could be right in the 
type of case that you are talking about. Now, Mr. Scott has properly 
explained the policies that we are working on when we first take on a 
borrower under either our real-estate program or our production-loan 
program. 

In other words, we have found from experience that it is not proper 
and reasonable to loan these farm families 100 percent on their farms 
up to the fair and reasonable value of the farms and at the same time 
put them in debt on their chattel property up to the value of it. 

Those are the kind of cases over the years that we have found are 
not likely to succeed. 
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Because of lowering equities in some livestock and equipment of our 
present borrowers, FHA borrowers, that are also owners, that might 
in the next 12-month period be applying for refinancing under the 
provisions of the proposed amendments here, conceivably we might 
wind up with the borrower with a 100-percent loan on his farm and a 
heavy loan on his chattel property. That might conceivably be the 
best way to work out his given situation. But I think that those 
would be rather rare cases. 

I would like to say in connection with that, also, that when we 
are talking about making a 100 percent loan up now to the fair and 
reasonable value of the farm, we are talking about the earning capac- 
ity, appraisal value of the farm which at the present time under our 
appraisal methods in Farmers Home Administration is nationally 
equal to about 70 percent of the present sale prices of land. 

In other words, we are not talking about making 100 percent loans 
now up to the present sale prices of land, the way these farms are 
selling in these localities, but we are talking about making 100 percent 
loans up to the earning capacity appraisal of the farm which, as I said 
a minute ago, is about 70 percent. nationally of what the sales of farms 
amount to around over the country. 

So there is that safeguard in connection with the transaction that 
we think lends a good bit of safety insofar as the loans are concerned. 

Mr. Poage. Proceed now. 

Mr. Scorr. (5) The authority for the making of insured loans 
under title I would be increased from $100 million to $125 million per 
year, 

(6) Permit some discretion in the making of title IT loans by pro- 
viding that not more than 10 percent of the available funds may be 
used to finance family type farmers and ranchers whose necessary 
credit needs exceed the existing $10,000 limitation. 

The average size of title II loans has been running about. $3,500, 
It has been impossible however to finance quite a number of family 
type farms and ranches which meet all the eligibility standards yet 
whose credit requirements for operating funds exceed $10,000. This 
provision would permit the making of loans up to a total principal 
indebtedness limitation of $20,000. 

That is just to round out our authority. In the light of experience 
it has been found that primarily in family type ‘dairy operations 
very often we find that our county offices cannot see a basis for giving 
them any kind of credit, because it is very apparent that this $10,000 
is not going to do the job, so they have to say, “No, we can’t help you 
at all.” 

Another example is the beef cattle operation. Very often they 
just had to say, “It is clear that $10,000 will not do any good for you, 
so we can’t give you any help at all.’ 

As to this 10 percent limitation, we are not expecting to get into 
this larger loan in any big way, but 10 percent of our direct loan 
farms which would be about $14 million on the present appropriation, 
we would have that authority on justifiable cases to finance some 
deserving family type operation. 

Mr. Jounson. That would include real estate and chattel? 

Mr. Hux. I would like to also say that in an irrigated area where 
it is such an expensive type of farming, in my own section, this 
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$10,000 is not near enough to start off with the expensive machinery 
that they use in that type of farming that they have in that particular 
area. 

We turned the loans down—the organization did—that I know 
about—they just could not handle those farmers on that expensive 
type of irrigated farming. 

Mr. Scorr. (7) Occasionally for reasons entirely beyond the con- 
trol of the borrower it is not possible to effect an orderly repayment 
of a title II loan within the present limitation of 7 years. 

This bill would authorize exceptions to the 7-year rule in justifiable 
circumstances on a year-to-year basis for a maximum of 3 additional 
years. 

Mr. Hiix. I would like one word there, too. In talking with my 
own local county Farmers Home Administration, also the State 
administrative office in Colorado, they questioned whether the 3 addi- 
tional years were enough, because, I suppose, we have had 5 years of 
extreme drouth, and now it looks like the cycle has turned. And we 
have more snow and more possibility, we think. 

For fear of another cycle that is coming along, some of the men, 
experienced men, in your organization out there, thought in place 
of 10 years, I think it is—is it not 7 and 3, which is 10—that probably 
it ought to be around 12 to 15, unless you have a clause in there where 
you can renew it. 

Mr. Scorr. On the average these loans have been paying out in 
about 4 years. This proposal represented the composite judement of 
the State people throughout the system, and the experience of the 
administrative officers on what problems had shown up. 

It could well be, Mr. Hill, that there would be some cases that this 
3 years would not quite reach. 

But there are ways that the county supervisors have found to help 
out in these exceptional cases. You know we do not foreclose good 
people but we do have to subordinate to the bank or PCA to let them 
have a little extra time. We might resort to that. It was our best 
judgment that the 3 years would take care of it. 

Mr. Poage. Is not this just going to postpone by 3 years the date 
on which you will make that decision to support a bank or make some 
other decision of that kind? Is that not all it will do? 

Mr. Scorr. That is right. 

Mr. Poace. It will be effective in every case and not in simply the 
cases that you would like to make it effective in, because I do not 
believe that your administrative officer can live in my county, at least, 
if he goes to saying that Cliff Hope will get 3 years and Bill Hill will 
not. You are going to give it to everybody. 

Mr. Scorr. Everyone who, for reasons beyond their control re- 
quires it. 

Mr. Poace. You will give it to everyone; period. You can’t avoid 
it. I mean asa practical matter. I just do not think—again I am 
not criticizing your personnel, I think Mr. Lee is a fine fellow. Mr. 
Lee is just as good as the average. Heis nosuperman. And he can- 
not and I could not and you could not live with it. 

When every borrower knows that you have got that authority to 
extend for 3 years you are going to extend for 3 years or there will 
be a new county administrator. You know it is a 3-year extension 
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and I do not see why we beat the devil around the bush. It is not 
simply for the good man, it is for every man, for every borrower. 

Mr. Scorr. Mr. C hairman, I am sure you will agree with this, with 
your intimate knowledge of how this service is being given in the 
counties—our county people out there, of course, sit down with each 
applicant and work out a practical plan—it i is their intention alw ays 
to set these terms up so that they can work out in an orderly way. 

As mentioned earlier, the folks who are getting this credit have a 
very commendable record of repaying these loans. ‘They show they 
want to repay them as rapidly as they can. 

We feel in the light of that experience that as a rule this will just 
be a case of piecing out the needed time that ordinarily they will say, 
“Well, the type, the purposes for which we are borrowing, the pros- 
pects for income, are such that they have set this loan up ‘for 5 or 7 
years” or something in that neighborhood initially, and have the addi- 
tional leeway to help out whenever it is needed. 

Mr. Horr. Then if I understand you correctly, you do not pr opose 
to start making 10-year loans. You will still be making 5- or 7- or 
not. to exceed 7-year loans, and you will not make a decision to 
extend the time unless the man gets to the end of his seventh year, 
and he has not been able to pay out, then you will decide to extend it 1 
more year, and then maybe later another year and another year, up to 
10. Isthat the way it will be handled ? 

Mr. Scorr. It all reflects a belief which I am sure we all share, that 
it is in the interests of the farmer-borrower for him to repay this 
operating loan as rapidly as he can within reason and take care of his 
family living expenses. 

Mr. Horr. Where your demands for extension would probably come, 
assuming that your representative and the farmers do a pretty good 
job of understanding what his limits and capacities are, and you figure 
out 5 years or 7 years, whichever it may be—if everything goes right— 
he will pav out within that time or before, but if you get into a situ- 
ation like Mr. Hill has talked about where you have a dry cycle, then 
that would be a case in which you would expect to use this additional 
gadget? 

r.Scorr. That is right. 

Mr. Hope. In other words, you do not contemplate making loans 
initially that would be based upon any longer period of time in which 
aman would be expected to pay if conditions were normal. Would you 
make them on the tees of normal conditions and normal prices, which 
might be expected to happen under ordinary circumstances, and it 
would only be i in the cases where something unforeseen intervened, 
like the drought or flood or something of that sort, that would bring 
in the use of this particular authority ? 

Mr. Scorr. That is correct, sir. 

Mr. Jounson (presiding). While I was home over the Easter recess 
I happened to talk to several administrators, and I talked to them 
about extending the law. They said, “John Jones out here is a good 
young farmer—he is delinquent. We think he should have more 
time—he will be called a delinquent loan, and we can put a note on his 

aper explaining his condition when it goes to Washington. It will 
allowed to continue.” Is that correct? Did I understand them 
correctly ? 
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Mr. Scorr. It cannot actually be extended but-—— 

Mr. Jounson. It will be. 

Mr. Scorr, They cannot extend any new credit under our existing 
authority, but they can forego the pressure for payment; in other 
words, just let us step aside, and let someone else provide the required 
new credit, and let it work out in anor derly way. 

Mr. Hix. That is exactly what I was getting at. You read the bill 
that I introduced, that is, H. R. 9843, on which you are talking, and it 
reads like this, and I think there is a point there— 
the Secretary may extend or renew such loans to be repayable in not to exceed 
10 years from the date the original loan was made— 

My objection to the 10 years is that after the 10 years is over, and 
you are not closing him out—we are not talking about that—after the 
10 years are over, right today you put a tab on that, and that is consid- 
ered a past-due loan. That isnot true at all. It is not a past-due loan. 
If you would put a 15-year time limit on it, then these loans would be 
renewed, it would not change a bit, but they would not be a delinquent 
loan on your records until the 15 years were up. That is what I am 
talking about. It does not change a single thing, but does keep you 
from tabbing your books as delinquent. 

Because if you have renew ed this man’s loan longer than 10 years, 
then you have to call him a “delinquent” and he is not delinquent. 
That is what I am talking about. 

I did not make myself clear until Congressman Johnson brought the 
question up. 

Do you see what I am driving at? You have to call him “delin- 
quent” the minute they exceed 10 years under this act, if you pass this 
bill. 

Mr. Scorr. That is right. 

Mr. Hit. I do not like that; he is not delinquent—he is not delin- 
quent—he has done his best. And yet your little tab says he is de- 
linquent. You do it even now. At 7 years when the man renews his 
note and is in better shape than he was 2 years before, yet you stick 
a little tab on there and say to this local office, “Here is a delinquent 
loan” when he is not. 

Mr. Hagen. Delinquent but not guilty. 

Mr. Hi. If you have 5 years ‘of continuous drought or if you 
have 3 years of floods on bottom land and you go out straight for 3 
years, it. takes quite a lot of finances to save these farmers. 

Mr. Horr. We are dealing with the ordinary situations that come 
up, not with the extremely unusual situations. 

Mr. Hitt. Why do you tab the man’s loan then “delinquent” when 
you have gone ahead and arranged it so that he can still continue on 
and he is up and in good shape—only he says, “I need the extra 3 
years to pay off”? 

Mr. Jennrnos. Suppose his tractor has worn out. 

Mr. Huu. Then he is tabbed as a “delinquent loan” and he goes 
right on and probably made a better deal than he did before. 

Mr. Jenninos. His equipment is worn out, his note is delinquent, 
and to extend him 3 or 5 more years how will that help him ? 

Mr. Huw. It will help him. 

Mr. Jennrnes, How—how will it help to extend that note for 5 years 
after the equipment is all worn out and he is delinquent and he does not 
have it? 
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Mr. Horr. He would come in under the refinancing program. 

Mr. Hint. I am talking about a fellow who hit an emergency. 

Mr. JENNINGS. Let us say that the emergency caused all of this but 
the facts exist that the equipment is worn out, his note is delinquent— 
it has been in there 7 years—they have renewed it 3 years, and he still 
has not made much progress; and the further you go the worse shape he 
will be in. 

Mr. Hitz. They should know better than that. That is not true, 
because when they find out that a man is not making any progress 
their best friends begin to tighten up. I am not talking ‘about that 
type of man. 

Mr. Jennings. Are you not prolonging the misery # 

Mr. Hitz. You would, if you considered a man in the shape that you 
say he is. But they do not do that. That is not true in most of our 

‘ases. We have had a rough time. I can show you the small per- 
cies of the actually delinquent loans, not the loans that you tab 
as delinquent. 

Mr. McIntire. On this point, Mr. Hope’s bill, H. R. 8688—and 
there are a number of similar bills to that—the point we are referring 
to here is slightly different with these two bills; is it not 

Mr. Scorr. Yes. 

Mr. McIntire. One says these notes shall be made for 7 years and 
then provide a 3-year extension, while the other bills provide that the 
notes be made up to 10 years. The bill you are referring to here this 
morning is H. R. 9843, which provides that the terms of these loans 
under this section, including any renewal or extension of any such 
loan, except as provided in subsection (d), shall not exceed 7 years 
from the date the original Joan is made. 

So that it is holding to the 7 years, which is not the accepted and the 
authorized procedure, and providing for a little release through a 
renewal of 3 years. 

Mr. Scorr. Yes. We base this recommendation, of course, on the 
years of experience here. And we all realize that various types of 
disasters and other catastrophe come along in some part of the country 
most every year, and not withstanding all of that, the experience 
indicates that this 7-year period is not. a hardship on the vast majority 
of cases. Where a prolonged condition, entirely beyond the control 
of the borrower, arises, then we have felt that this additional 3 years 
would probably take care of the situation. 

Mr. Poace. Would you think it might be helpful to put a limita- 
tion on that, that it would only be in those areas where you have had 
that disaster, where it has been declared a disaster area or something 
of that kind? 

Mr. Scorr. We had felt that, perhaps, we could control that ad- 
ministratively. We have suggested that it be only in circumstances 
beyond the control of the borrower. In other words, we do not want 
to get into bad situations here and just prolong the debt because of 
poor management and lack of interest in paying the debt. It is 
not to do that, but it is to recognize this good man and the good 
family that have been doing that which you could expect them to do, 
but conditions beyond their control have prevented full repayment. 

Mr. Poage. Every man claims the condition is beyond his control. 
I never knew a man yet that admitted that he went broke because 
of his own folly. 
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Mr. Jenninos. If you restrict it to areas of national disaster of 
some type—suppose an individual family in a highly productive area 
had sickness, the man was up for some reason beyond his control and 
I do not mean 7 years’ sickness—maybe this last year, the seventh year 
he was sick and in the hospital, then he could continue the note 1 more 
year and maybe the next year could pay a little bit out and then the 
next year more out. 

I think if you would restrict it to the area of drought or flood, if you 
did that, that you would handicap him. 

Mr. Poaer. The 10th year he will have exactly the same reason— 
that is the point. 

Mr. JenninGs. I am not talking about extending it. 

Mr. Poagee. Things will be just as bad on the 10th year as on the 
7th. Wherever you have the cut-off date, it will catch somebody and 
work a hardship. 

Mr. JENNINGS. I agree with that. 

Mr. Poager. Is it a kindness to prolong this indebtedness? That is 
the only point I have in mind. I sort of think about it like the 100 
percent loan of Mr. McIntyre. I fundamentally feel that you do not 
do a man a kindness by keeping him in debt all of his life. 

Mr. Scorr. We certainly share your misgivings on that, Mr. Chair- 
man. Mr. McLeaish and his associates have a very effective training 
program for their State and county people. They go into examples 
of how they can give service to their borrowers, at the same time be 
conscious of the value to the farm family of getting the debts paid 
out as rapidly as they can. That is a very important policy and one 
we see lots of evidence of being applied. 

So we will be working, I am sure, in the interest of getting these 
debts paid out as rapidly as possible and doing all we can to use this 
additional leeway only in meritorious cases. 

Mr. Jounson. Under the present law, as I was told, they can still 
extend, and by giving you this additional authority it would just stop 
them from being called delinquent, is that not right? 

Mr. Scorr. No, I am sorry. Under this additional authority we 
could extend some additional needed credit. 

Mr. Jonnson. They can be extended now, can they not? 

Mr. Scorr. No. 

Mr. Jonnson. Do they have to be closed out at the end of 7 years? 

Mr. Scorr. They do not have to be closed out, but we cannot put up 
additional funds. In that event we have to go to the bank and say, 
“We have this family here that has reached the seventh year period— 
we have no authority to make a further loan and we are willing to 
subordinate our position if you will be willing to put up the required 
credit.” 

We could put up the needed credit ourselves under this amendment, 
which would be much better, we think. 

Mr. Jonnson. But as far as closing out the loan, you do not need 
this extra authority to let the man go on, if he is doing O. K. You 
have to carry him as “delinquent.” 

Mr. Scorr. That is right. And it complicates the financing. 

Mr. JENNINGS. You cannot give him additional funds that he might 
need at that time to expand fis operation, is that correct? 

Mr. Scorr. To carry on, it would not be an expansion, it would be 
to carry on an orderly liquidation. 
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Mr. Jenninos. So long as he is delinquent, you cannot expand his 
operation or can you? 

Mr. Scorr. Right now, if he bumps up against this 7th year, if 
his nn has been outstanding 7 years, we can given him no more 
credit. 

Mr. Jounson. Like the case that was mentioned where his tractor 
was worn out and he needed a new tractor and the 7 years was up, 
the way the law is now, you could not help him with the new tractor, 
whereas with this extention you could, is that right? 

Mr. Scorr. Ordinarily, we would think about this as just being 
a little additional credit to effect an orderly retirement of the exist- 
ing debt. I think it would be quite exceptional if we would get into 
the financing of a big piece of equipment like that. It could happen. 
It might be the very sensible and proper thing to do, but as a rule 
it would be just a case of tapering this loan on off in an orderly re- 
payment of what is outstanding. 

Mr. Smirn. I think that is normal. 

Mr. Jenninos. At the end of 10 years you think he would not have 
sufficient equity in any of it and might go to the bank and negotiate a 
bank loan and go ahead with it at that time? 

Mr. Scorr. We think he would have. That is the experience in all 
of these loans. On the average they pay out and have good equity 
and can go and be refinanced. 

Mr. Jenninos. That has been the experience based over the past 
number of years, is that correct? 

Mr. Scorr. That is right. 

Mr. JENNINGS. What has been your experience, based over the past 

ears ¢ 
; Mr. Scorr. Well, last year there were 12,431 farm families with 
this type of loan, this operating and intermediate term loan, that paid 
out in full. 

Mr. Jenninos. Out of how many—what percent was that? 

Mr. Smiru. One hundred and twelve thousand. 

Mr. JennrinGs. Out of 112,000, you had 12,000 pay out? 

Mr. Scorr. Yes. 

Mr. Jennincs. How do your delinquencies compare for the last 
year to the year before and 5 years back ? 

Mr. Smirx. Substantially the same as it has been for the last 4 or 
5 years. However, there has been some slight increase in the de- 
linquencies in some of the drought areas. 

Mr. Jenninos. Do you think it is then due to climatic conditions and 
disaster ¢ 

Mr. Smirn. Yes, sir. 

Mr. Jennrnos. Rather than the general decline in farm product? 

Mr. Smrrn. That is our opinion about it, yes, sir. 

Mr. Scorr. You might be interested in this. This is just an aver- 
age. There are only three figures. I think it might be of interest 
to you. 

These 12,431 families that paid these operating loans up in full 
last year, on the average repaid a $3,400 loan by the end of 4 years. 
They had increased their net worth during that period from $6,145 
to $9,075. 

On the average, there had been an increase in the livestock and 
equipment investment from $2,760 to $4,800. 
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Mr. Jennincs. When—what is that based on ? 

Mr. Scorr. This is 4 years. 

Mr. Jenninos. During a 4-year period the livestock investment 
increased that much ? 

Mr. Scorr. On the average. You see, some of these loans perhaps 
have been out 7 years, some of them 3 and some 2 but on the aver- 
age they had been borrowing for the immediate 4-year period. 

Mr. Jennrnes. From the initial point of borrowing to the time 
they paid off ? 

Mr. Scorr. These are average figures, is that right? 

Mr. Jenntnes. My experience has been exactly opposite from that 
because of the decline in livestock prices, and the decline in general 
values—the borrower would be much lower, even if he had more 
livestock. 

He might have twice as many cows on his farm today than he had 
4 years ago when he made the loan, but the price of those has decreased 
just about half. 

So, therefore, he is not worth as much. I am surprised at the 
figure. Of course, my area and my experience might be somewhat 
limited. 

Mr. Smirn. These figures that Mr. Scott has given you are acquired 
in this kind of a manner: When the applicant first receives the loan 
from the agency we take an inventory of his livestock and machinery, 
and at that time arrive at the value of it. At the time he pays off his 
final loan, his last payment on that loan with the agency, we then 
take an inventory of his livestock and equipment. And those are the 
average figures that have been acquired by that process. 

Mr. Jenninoas. As I say, it is surprising to me because it certainly 
has not been my experience. 

Mr. Smirn. They are nationwide borrowers to begin with and they 
are average figures. Of course, some of the borrowers may have come 
on the program as Mr. Scott said 5 years ago, some 6 years ago, some 
o years ago. 

Mr. Jenntnas. It would seem to me to be all the more reason why 
the figures should be opposite. 

Mr. Smiru. Involved in the matter is the fact that our loans most 
generally have gone, especially in the livestock areas, to assist the 
applicant to acquire livestock. So his inventory on livestock may 
have been very low at the time we took him on, and the loan made 
to acquire livestock may have been very high—at the highest peak 
when he left the program that would have to be a factor to consider. 

Mr. Jenntnos. That is entirely possible, that is right. But at the 
same time this decrease in price has just about brought that down, 
[I would think. Perhaps it has not. 

Mr. Scorr. The average figures are deceiving. We thought it would 
be of interest to you. There is just one other point. 

Mr. Poacr. If you will proceed. 

Mr. Scorr. (8) To further enable the Farmers’ Home Administra- 
tion to remain noncompetitive with other sources of credit, this bill 
would, in describing the criteria for determining the availability of 
credit, substitute “reasonable rates and terms” rather than the present 
provision “not exceeding the rate of 5 percent per annum.’ 

This 5 percent is not now a real-estate figure, and commonly those 
rates in the rural communities are 6 percent or more. I think the 
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PCA rate is ordinarily about 6 percent now. It is to get away from 
that arbitrary figure. We intend to be very reasonable in our dealings 
with these borrowers who we think are able to get credit elsewhere. 
We think they should go, if they can get reasonable terms that are 
available to other farmers generally. 

Mr. Poage. Have you been having any complaint about this provi- 
sion in the law? 

Mr. Smirn. Yes,sir. The principal complaint, I believe, has arisen 
around the point of eligibility with respect to production and sub- 
sistence loans. You see, at the present time the statute has two pro- 
visions that contain the 5 percent rate requirement. 

One is in connection with qualifying an applicant for a loan in the 
first instance, the statute now provides that any farmer who cannot 
negotiate a loan for production purposes at 5 percent would be eligible 
for these Government loans. 

Well, as is well known around over the country now private credi- 
tors most generally are not negotiating production short- term loans at 
5 percent. The rate is 6 or sometimes even up to 7 percent. 

The other provision in the statute is that we cannot require the 
borrower, no matter how much equity he might have in the live- 
stock and equipment, to negotiate a loan with a private creditor when 
he gets ready to graduate from our program unless he can get it at 5 
percent. 

It is that provision that we have had some difficulty with in connec- 
tion with our production and subsistence type of loans. It has not 
been any handicap in handling our real-estate program. 

Mr. Poacr. Are there further questions 4 

Mr. Jrnninas. I was of the opinion that this was not supposed to 
be competitive; that he was supposed to seek other sources. And if 
he could not, it was then that he turned to the Farmers’ Home 
Administration. 

Mr. Smirn. That is exactly right. 

Mr. JENNINGS. How is it competitive then, if he can get it some- 
place else ? 

Mr. Smiru. The point is that under the statute, as it is now worded, 
unless he can negotiate a production loan at 5 percent he would, under 
the provisions of the statute, be eligible for these Government loans. 

Mr. Jennines. I am for that—I am just for that provision, because 
I do not think because a man cannot go out here—sure he might be 
able to negotiate them at 10 percent, from some Shylock that the 
chairman just referred to, but just because he can negotiate at. 10 
percent out here with some small-loan corporation or some hip-pocket 
dealer, is no reason why we should increase his interest rates to that 
figure. 

Mr. Sairu. I believe we agree with you with respect to the exceed- 
ingly high interest rate lenders, but we have been trying to administer 
the statute on the basis that farmers who are able to negotiate loans 
locally from private lenders at the going rates of interest, which 
are the normal rates of interest-—— 

Mr. Jenntnas. What does this legislation provide? Does it provide 
for the farmer or those people who make the loans—if they do not 
want to provide it at 5 percent, that is their business—but we should 
not protect them; what we are interested in is in protecting the 
farmer, as I see it. I am just opposed to that section. 
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Mr. Smirn. I think the answer to the question that is raised here is 
whether we want under the present arrangement—and it has been that 
vay for several years—whether we want the statute to automatically 
qualify most farmers for these loans. That is what it does at the 
present time. 

Mr. McIntire. Could I ask this question: Are not we also dealing 
here—I am sympathetic to your position there, Mr. Jennings, but 
are we not also concerned with where we will put the loans with what 
funds are available ? 

Mr. Smirn. That is right. 

Mr. Scorrt. That is right. 

Mr. McInrire. Shall we be required to continue to lend to those who 
are in a position to borrow from other folks and thereby deny those 
who are not in that position ¢ 

Mr. Scort. That is it exactly. 

Mr. McInvire. Is it your thought that we can loosen up perhaps the 
available funds to those who are far more in need by this provision? 

Mr. Smrra. That is right. 

Mr. McIntire. Then, under the present law, if you cannot graduate 
him at 5 percent, you just keep him in the class? 

Mr. Smirn. We have been administering this eligibility statute re- 

uirement on the basis of saying to our supervisors, “Those good 
tannins in the county that have acquired good equities in their proper- 
ties and are customers of local banks and production credit associations 
ought still to be required to continue that line of credit,” but it has 
been very difficult to administer in some areas, because of the 5-percent 
provision in the statute. 

Mr. Poace, At least this is the thing that we can discuss in the 
executive session. I think we all understand what is involved here. 

Mr. McIntire. Mr. Chairman, at your request, we went over some of 
these bills with the assistance of these gentlemen here before us this 
morning, and prepared a memorandum particularly on H. R. 9843. 

I am wondering if Mr. McLeaish and Mr. Scott and Mr. Smith have 
any objection if that memorandum is made a part of the record. 

Mr. McLeatsn. I think that would be very satisfactory. 

Mr. Scorr. We have no objection. 

Mr. McIntire. This was sent to each member of the subcommittee, 
Mr. Jennings, but, Mr. Chairman, I ask unanimous consent that the 
memorandum be made a part of the record. 

Mr. Poacr. Without objection it will be done. And I want to express 
my thanks to Mr. McIntire for doing this job. It is one of those 
needed to be done and he did an excellent job of it. 

(The memorandum is as follows:) 


The recommendations contained in the attached draft of a bill are the recom- 
mendations of the Department of Agriculture for amendments to the Bankhead- 
Jones Farm Tenant Act to provide a more adequate system of credit to meet 
present-day credit requirements of family-type farm operators. These recom- 
mendations are embodied in H. R. 9843 and are more fully explained as follows: 

1. Title I, section 1 (a) would be amended by revising the last sentence thereof. 
In the present statute the sentence reads “Loans may also be made to assist 
borrowers under this title in making the improvements needed to adjust their 
farming operations to changing conditions.” As amended, this sentence would 
read: “Loans may also be made or insured for improvements needed to adjust 
farming operations to changing conditions.” The purpose of this change is to 
authorize loans to be made or insured to applicants as well as “present bor- 
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rowers” for improvements needed in making adjustments in their farming opera- 
tions. The attorneys for the Department recommended that this sentence be 
revised and retained to clearly authorize loans to both applicants and borrowers 
to finance improvements needed because of changing conditions. 

2. Title I, section 1 (b) (1) would be amended by adding the words “farm 
owners” after the word “only” in the second line and by changing the words 
“the major” in the fourth line to “a substantial.” The purpose of these changes 
is to provide the Department more flexibility in determining eligibility for these 
loans. 

3. Title I, section 1 (c) would be amended to provide authority for loans for 
the repair and improvement of farms which are less than family-type farm- 
management units, provided income from outside sources, plus the income from 
the farm, will warrant the making of such loans. The purpose of this proposed 
amendment is to provide a basis for the agency to handle loans for rural housing 
under this title in substantially the same manner that such loans were made 
under title V of the National Housing Act. “his change also would carry out 
the Department’s recommendation for a more adequate system of credit in con- 
nection with the rural development program. 

4, Title I, section 2 (b). In the seventh line the word “the” is replaced by 
the word “reasonable” and the parenthetical statement “but not exceeding the 
rate of 5 per centum per annum” is to be stricken. The purpose of this change 
is to provide a more practical basis for determining eligibility of applicants for 
loans under this statute. While most national lenders on farm real estate make 
loans now at or near the 5 percent rate of interest, it is not practical to retain 
the specific rate of interest requirement in the statute. The other change in this 
section provides for adding “except that, for loans under either part of the pro- 
viso in section 1 (c) of this title, the certification shall be based on the normal 
market value of the farm” to be inserted after the word “capacity” in the 16th 
line. The purpose of this change is to provide a statutory basis for a proper 
method of appraisal on farms that are less than adequate farm-management 
units. The earning capacity appraisal concept is used in connection with ap- 
praisals for loans on adequate farms; however, this method of appraisal cannot 
be used in connection with the making of loans on less than adequate units since 
there are other material factors that affect the value of the unit that must be 
taken into consideration in order to make prudent loans on such units. 

5. Title I, section 3 (a) would be reworded as follows: “Loans made under this 
title shall not be in excess of the amount certified by the county committee to be 
the value of the farm less any prior lien indebtedness, and shall be secured by 
a first or second mortgage or deed of trust on the farm.” The purpose of this 
change is to eliminate the requirement of the statute that “no loans shall be 
made in excess of the average value of the efficient, family-type farm manage- 
ment units in the county.” Under the wording proposed, loans under title I of 
this act would be available on farms throughout the Nation that are determined 
to be not larger than family-type farms, and consequently this credit service 
would not be limited to farms that are just average and below. Since the cer- 
tification required by the rewording of this section is the same as that required 
under section 2 (b) above, it might be clearer if the proposed langauge read as 
follows: “Loans made under this section shall not be in excess of the amount 
certified by the county committee to be the value of the farm, as required in 
section 2 (b) hereof, less any prior indebtedness, and shall be secured by a first 
or second mortgage or deed of trust on the farm.” 

6. In the eighth line of section 12 (b), $100 million is to be changed to $125 
million. The purpose of this change is to increase the insured loan ceiling per 
fiscal year by $25 million. This is thought to be necessary because of the other 
amendments to title I providing for authority to make loans for the repair and 
construction of farm buildings on less than adequate farm units and to make 
loans solely for the refinancing of debts. 

7. Section 12 (c) (5) would be reworded as follows: “Loans insured under 
this section shall not be in excess of the amount certified by the county committee 
to be the fair and reasonable value of the farm.” This change would permit the 
insuring of title I loans on the same basis that direct title I loans have been 
made under this statute since its enactment in 1937. In other words, both direct 
and insured loans could be made up to 100 percent of the county committee’s 
certification as to the fair and reasonable value of the farm. 

8. In section 12 (e) (2) the words “to carry out the provisions of this title, 
relating to mortgage insurance,” would be deleted and the following words in- 
serted instead: “of the Farmers’ Home Administration and may be transferred 
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annually to that administrative expense account and become merged therewith.” 
The purpose of this change is to provide continuing statutory authority for the 
agency to use one-half of 1 percent of the insurance charges made in connection 
with insured loans for administrative expenses of the agency. If this wording 
is accepted, annual authorizations to use the sums collected under the insurance 
charges for administrative expenses would not need to be made by the Congress. 

9. Section 16 (a) would be amended by adding the words ‘or second” after 
the word “first” in the fifth line and by adding the following at the end of the 
paragraph: “Loans insured under this section shall not be in excess of the 
amount certified by the county committee to be the value of the farm, less any 
prior lien indebtedness.” The purpose of this change is to make this section 
consistent with the provisions of section 3 (a) above for direct loans. Again, 
however, it is suggested that the added sentence here might be clearer if worded 
as follows: “Loans insured under this section shall not be in excess of the 
amount certified by the committee to be the value of the farm, as required by 
section 2 (b) above, less any prior lien indebtedness.” 

10. An entirely new section 17, reading as follows, would be added to the 
statute: “Until June 30, 1959, the purposes for which loans may be made or 
insured under this title shall include the advance of funds for refinancing secured 
or unsecured indebtedness of eligible farmers who are presently unable to meet 
the terms and conditions of their outstanding indebtedness and are unable to 
refinance such debts with commercial banks, cooperative lending agencies, or 
other responsible credit sources at rates and terms which they could reasonably 
be expected to fulfill, The total amount of loans insured in any 1 fiscal year 
under this section shall not exceed $50 million.” The purpose of this added 
section is to provide the Department with authority to make title I loans during 
the next 3 fiscal years solely for the refinancing of debts, either secured or un- 
secured. Insured loans for this purpose will be limited to $50 million for any 1 
fiscal year. This refinancing authority would not be used to replace loans now 
held by conventional real-estate lenders, but would be used to assist those family- 
type farm-owner operators who are not able to carry their present short-term 
mortgage loans and who are unable to negotiate satisfactory long-term real-estate 
loans with conventional lenders. Many young farmers, particularly veterans, 
who have become farm owners during and since the war now find themselves 
unable to meet the annual installments on their real-estate mortgage loans. Many 
of these owner operators do not need funds for further improvement or enlarge- 
ment of their units, but could be assisted in placing their debt obligations on a 
basis that can be met out of farm income. 

11. The heading under title II would be changed from “Production and sub- 
sistence loans” to “Operating loans.” In addition, the first line of section 21 (a) 
would be changed to read as follows: “The Secretary may make loans to farm- 
ers and stockmen who are operators of family-type farms and” and the following 
provision added, “Provided, however, That loans may be made to operators of 
less than family-type units if the farm unit is of sufficient size to produce income 
which, together with the income from other sources, including pensions in the 
case of disabled veterans, will enable them to meet living and operating expenses 
and the amounts due on their loans.” The purpose of this change is to provide 
for a similar authority for operating loans under title II as is proposed in con- 
nection with real-estate loans under title I, namely, that loans would be avail- 
able to operators of adequate family-type farm management units and, in some 
eases where outside income is sufficient, loans would also be authorized to opera- 
tors of less than adequate units. This latter authority would assist in carrying 
out the Department’s rural development program. 

12. Section 21 (b) would be amended by providing that not to exceed 10 percent 
of the sum made available in each annual appropriation for loans under this title 
could be used to make loans where the borrower’s total principal indebtedness 
for such loans would exceed $10,000, but in no event would exceed $20,000. The 
purpose of this proposed change is to make it possible for the agency to serve 
more adequately the credit needs of family-type farm operators in the areas 
of the country requiring higher investments in working capital. Such loans 
would be made primarily in the range areas and in some of the dairy areas. It 
would also assist in some of the reclamation areas of the Western States. 

13. Seetion 21 (d) would be amended by providing that in justifiable cases, 
loans under title II could be extended or renewed for an additional 3-year period 
following the original 7-year period. During this additional 3-year period, 
further loans could be made such borrowers in justifiable instances. This 
change is needed primarily in the areas where adverse weather conditions during 
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the past several years have caused farmers to suffer financial losses and have 
made it impossible for them to pay their loans on schedule. These borrowers 
have not found it possible to graduate to private sources of credit as would 
normally have been possible. 

14. Beginning with the subsection (g) of section 41, and extending through 
subsection (h), several changes are recommended in connection with the com- 
promise, adjustment, and cancellation authority under the statute. The fol- 
lowing points will summarize these recommended changes: 

1. Extends the compromise, adjustment, and cancellation authority to all types 
of loans made and serviced by the Farmers’ Home Administration. At the present 
time this statutory authority does not extend to loans arising under the Water 
Facilities Act, the Wheeler-Case Act, the flood and windstorm appropriations, and 
the emergency loans, 

2. Section 41 (g) would be amended by removing the $10,000 limitation on 
claims that can be settled by the Secretary. 

3. The present condition for the cancellation of certain uncollectible accounts 
would be amended by eliminating the $100 restriction. In other words, any 
uncollectible account, regardless of size, could be removed from the accounting 
records of the agency. This has to do primarily with accounts of borrowers 
who have no assets or who have died and left no estate or whose whereabouts 
cannot be ascertained. 

4. It is also proposed to increase from $10 to $150 the claims that can be can- 
celed where further collection effort appears ineffectual or uneconomical. This 
change is in keeping with efficient administration and is justified in view of 
the cost of carrying on litigation in connection with such small claims. 

5. Release borrowers from personal liability under certain conditions where 
farms serving as security are transferred to other persons. 

15. Section 42 (a) would be amended by adding the words “or area” after the 
word “county” appearing twice in the second line and after the word “county” in 
the third line. This change is for the purpose of permitting some flexibility in the 
composition of counties or areas for the jurisdiction of county committees ap- 
pointed pursuant to this statute. 

16. Section 44 (a) (8) and (c) would be amended by striking the paren- 
thetical statement in each paragraph, “but not exceeding the rate of 5 percent per 
centum per annum” and inserting the word “reasonable” in front of the word 
“rates” in the same line of each paragraph. The purpose of these changes is to 
permit the agency greater flexibility in determining eligibility of applicants with 
respect to the availability of credit and also more flexibility in determining when 
private credit is available to those borrowers who have had the benefit of these 
Government loans and have made substantial financial improvement. Experience 
in the administration of these provisions of the statute indicate that more flexi- 
bility is needed for the preper administration of these provisions. 

17. Section 51 of the statute would be amended to provide the agency with 
adequate authority for the servicing of loans taken in connection with insured 
title I loans and loans taken in connection with any other loans administered 
by the agency in the same manner as is now permitted for direct title I loans. 
The proposed rewording of section 51 has been determined to be adequate to 
supply the Department with sufficient authority for servicing of mortgages held 
by it as security for any type of loan under its jurisdiction. 


Mr. Poacre. The committee is not through, but I think we will not 
need to ask that the men from the Department come back. We have 
some Members of Congress that want to be heard and possibly others. 
Some of them would like to have a few days. 

I now want to ask about a recent meeting in San Antonio, Tex. 

We will carry this over to Thursday of next week. 

All I want to do is to be able to report the facts. I am not offering 
any condemnation or criticism as to this meeting. I know nothing 
about it. I did not know there was any meeting held in San Antonio, 
Tex., but, at least, three Members of Congress have asked me to give 
them the facts. 

T believe you were there, were you not, Mr. McLeaish ? 

Mr. McLeaisH. Mr. Scott and I were both there. 

76064—56——8 
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Mr. Poace. I did not know Mr. Scott was there. Was that an open 
meeting ? 

Mr. Scorr. It was. 

Mr. Poace. I had understood—the report that came to me—that 
certain county judges, I believe, were asked to arrange that meeting. 
That is right, is it not? 

Mr. Scorr. Mr. Chairman, I would be very glad to give you a little 
rundown on just what happened. 

Mr. Poage. Yes. 

Mr. Scorr. We were invited to come down, Mr. McLeaish and I, to 
attend and to make a tour of some of the worst drought areas, and 
we went to San Antonio. And there is a county judges association, 
you will remember the name of it 

Mr. Poage. I know there is. 

Mr. Scorr. I am not so sure of it. Anyway, Judge Pickett and 
Judge Edwards were the two judges that met us. There were others 
there. 

The first day we spent almost 12 hours touring in some of the worst 
drought areas in the general southerly direction of San Antonio. 
And I might say we saw some very distressing conditions there. 

The following day there was a public meeting in the Grunther 
Hotel. And they had invited or had seats set up for about 800. And 
there were a good many standing. So there was a very fine turnout. 

They told us there were people there from 36 counties. 

Judge Picket was the chairman of the meeting. 

Mr. McLeaish and I were there with him, and we were invited to 
comment. There were representatives from each of these 36 counties, 
we understand, that spoke. 

They confined their remarks almost completely to briefly describing 
the seriousness of the drought situation. And it was a very informa- 
tive meeting. And we later met with a few of the judges following 
the meeting to talk with them. 

There were two or three prominent livestock men, and Mr. Walter 
McKay, State chairman of the Farmers’ Home, and I believe—I do 
not remember, there were 10 or 12 people. 

Mr. Poace. The only question I want to ask is this: As I say, I 
have no criticism of holding the meeting—I think those meetings are 
a good thing, but at least three Members of Congress have come to 
me and have said that it was their understanding that the county 
judges were told to go ahead and arrange a meeting, provided they 
had no Democratic Congressmen present but that there would not be 
any meeting if there were any Democratic Congressmen there. 

I know of no Democratic Congressmen who would want to come. 
Certainly, I didn’t. But I just want to know if that was the fact. 

Mr. Scorr. Mr. Poage, if there is anything of that kind that hap- 
pened, I knew nothing about it. I know Mr. McLeaish knew nothing 
about it. 

Mr. McLeatsn. I did not. 

Mr. Scorr. We were invited to go down there. We had nothing 
to do with the arrangements. And I can tell you in all honesty, if 
anything like that happened it certainly is without our knowledge. 

Mr. Poacr. That is all I wanted to know, simply that, and you 
have answered it. I am glad that you answered it as you did, but 
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somewhere that rumor has gone the rounds, because there have been 
three different men come to me with it. 

Mr. Scorr. We want to assure you in all honesty that we had nothing 
to do with any idea of that kind. When we have had these public 
meetings. We have urged them whenever we have arranged them— 
we did not arrange this meeting—to get in all farm organizations, 
to make them public meetings to the press and anyone who wanted to 
come in. And that is the way we have conducted them. 

Mr. Poace. I am perfectly willing to accept your statement. As 
you understand, I am merely asking so that I can pass on the informa- 
tion. You have given me the answer, and I appreciate it. 

Mr. Jenntnes. You are saying that there are no politics involved 
in it? 

Mr. Scorr. In what? 

Mr. Jenntnoes. In the Farmers’ Home Administration ? 

Mr. Scorr. Well now, we are running, administering this program 
to the very best of our ability. To get able people to administer these 
programs, we carefully look over the qualifications of people. 

Mr. Jenntnes. Without political consideration? Looking over 
their qualifications without political considerations ? 

Mr. Scorr. Of the top officials—certainly, I would say that we do 
give consideration to their political considerations. I do not think 
you could expect a keyman to be violently opposed to the adminis- 
tration. 

Mr. Jenninos. We just wanted an explanation. 

Mr. McIntire. Let me say for the record there is ample precedent 
for that. 

Mr. Scorr. This was a drought meeting in San Antonio—that was 
a drought meeting and we were dealing with what might be done, 
in addition to what we are doing now, to help the people, and we have 
offered them some additional help and we are still considering some of 
the rest of it. 

Mr. Poace. Please understand, I do not raise this as any political 
question. I simply wanted to be able to give these gentlemen an 
answer. 

Mr. McLxuatsn. I would like to add something to what Mr. Scott 
has said. 

Mr. Poager. Certainly. 

Mr. McLeatsu. I would say for people who were as bad off as 
those people were down there it was the most orderly meeting I have 
ever attended. And the Texas people stood up under the thing and 
told us what their trouble was, but they did not make any long-winded 
speeches. 

I would say it was one of the most orderly meetings I have ever 
attended. 

Mr. Scorr. That was one of the strong impressions we got from 
the meeting. 

May we thank you for the time you have given us? We appreciate 
it. 

Mr. Poage. The committee will stand adjourned until next Thurs- 
day. This committe will meet next Thursday on the farm credit bills. 

(Whereupon, at 12:10 p. m., the committee adjourned, to reconvene 
Thursday, April 19, 1956.) 
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THURSDAY, APRIL 26, 1956 


Houser or REPRESENTATIVES, 
Spectra, Acrion SUBCOMMITTEE ON 
CONSERVATION AND CREDIT, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10:10 a. m., in room 
1310, New Office Building, Hon. W. R. Poage, presiding. 

Present: Representatives Poage, Hill, and McIntire. 

Also present: Representatives Johnson, Hope, and Dixon. 

Representative Avery. 

Mr. Poace. The committee will come to order. 

We have met for further consideration of H. R. 8686 and related 
bills. Congressman Metcalf has a statement. We shall be glad to 
hear from you now. 


STATEMENT OF HON. LEE METCALF, A REPRESENTATIVE IN 
CONGRESS FROM THE FIRST CONGRESSIONAL DISTRICT OF THE 
STATE OF MONTANA 


Mr. Mercatr. Mr. Chairman and gentlemen of the committee, I 
appreciate this opportunity to appear on behalf of H. R. 8686 and H. R. 
8688, both by the senior minority member of the Committee on Agri- 
culture. 

The former would authorize the Secretary of Agriculture to make 
or insure loans to eligible farmers and stockmen to refinance, con- 
solidate, renew or extend all or part of their existing debts, whether 
secured by real or personal property, and for farm operating and sub- 
sistence expenses. 

The latter would increase to 10 years, from 7, the terms of produc- 
tion and subsistence loans under the Bankhead-Jones Farm Tenant 
Act. 

Our farmers need both these bills. They need more than that. 

When I learned of this hearing, I told the chairman that I thought 
this was a subject which the subcommittee should go into thoroughly. 

When I was home during the Easter recess, I talked to dozens of 
farmers who face bankruptcy because of Farmers’ Home Administra- 
tion collection policy. The FHA is insisting that farmers meet loan 
payments agreed to when farm prices were one-third higher than 
they are today. 

The result has been that many farmers, among them war veterans 
who have entered the industry in the past few years, do not even have 
enough money left over to eat or to send their children to school— 
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much less buy seed and fertilizer for another crop, repair and replace 
machinery, or meet other obligations such as mortgage payments. 

I believe the harshness of Farmers’ Home Administration collection 
policies is demonstrated by their own records. The FHA advises me 
that during fiscal year 1955, $5,463,611 was loaned in the State of 
Montana in the 4 categories of emergency loans, soil and water con- 
servation, farm ownership, and production and subsistence. 

In the same period, collections in Montana totaled $6,451,929. 

In other words, during fiscal 1955, the Farmers’ Home Adminis- 
tration collected almost $1 million more than it loaned in Montana. 

Now, in fiscal 1956, through April 6, 1956, loans in these 4 categories 
in Montana totaled $4,083,594 in Montana, while collections amounted 
to $5,569,677 in a comparable period (fiscal 1956 through March 31, 
1956). 

So, during a major part, but not all, of this past fiscal year, the 
Farmers’ Home Administration collected almost $114 million more 
than it loaned in Montana. 

In my home county of Ravalli the inbalance is even greater. During 
fiscal 1955, the Farmers’ Home Administration loaned $88,040 in 
Ravalli County. In that same year, collections totaled $296,251. 
Through March 31 of fiscal 1956, loans in Ravalli County totaled 
$28,540. Collections totaled $159,340. 

In fiscal 1955, the Farmers’ Home Administration collected three 
times as much as it loaned in Ravalli County. In fiscal 1956, through 
March 31, the FHA collected almost six times as much in Ravalli 
County as the agency loaned. 

I wish to emphasize that these statistics cover a period when there 
was a desperate need for farm credit. At least in my mind, the 
I’'armers’ Home Administration is not set up to function primarily 
as a collection agency, which certainly was its principal function 
during the period covered by these statistics. 

When I came hack from Montana, I asked the legislative counsel 
to draft a bill declaring a 1-year moratorium on these loan pay- 
ments. Unfortunately, it is not ready yet. 

The Farmers’ Home Administration is aware of the situation. I 
have been calling it to their attention for almost a year and a half. 

T have a file of complaints—most of them from Ravalli County— 
dating back into December of 1954. I am not going to base my case 
on a letter or two—you may have the whole file if you like—but I 
do want to share some typical examples with you. 

Here is one from Mr. ed Grenfell of my hometown of Stevens- 
ville dated December 29, 1954: 


I have a loan with the Farmers’ Home Administration, an F. O. loan and also 
a chattel. During the high prices, I signed over $87.50 every 2 weeks, or $175 
a month out of my milk checks. I farm 150 acres and 130 acres are irrigated. 
I milk on the average of 16 cows the year around. 

Besides $175 a month of my milk checks, they also get the money from the 
sheep and all livestock I sell, which amounts altogether about $3,000 this year. 
I also raise about 20 hogs with which I pay my taxes, which amount to $1,000. 

What is left of my milk checks I have to feed and clothe my family of five 
children and pay all my operating expenses on this farm. 

Now that the prices have gone down, I can’t live and pay that much back a 
month. Since we have a new supervisor in the office, he won’t release me any 
of the milk checks to live on and won't reduce these payments. 

I asked him how I was to live and he just told me that he didn’t know that, 
that was my worry. 
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I have a girl going to high school that has to go in a light summer jacket 
because I don’t get enough to buy clothes for the children. 

I can’t see why we can’t have a living out of this, at least. I thought when 
I got a loan with my Government that my payments would be small enough so 
we could live and pay for a home for my family. I thought it would be better 
than a bank, but one borrower went back to a bank and said the bank was more 
en than the FHA. The bank reduced his payments when the prices went 

own. 


State Senator W. A. Groff, cashier of the Farmers State Bank at 
Victor, described a typical case this way in a letter to me under date 
of December 22, 1954: 


An example would be a Mr. Theodore Coller, who a year ago had a monthly 
income from grade A milk of $600 per month. Now he has been cut off from 
grade A, his monthly income is around $200. It can hardly be justified that he 
should be expected to make the same type of payment. 


I have not heard from Mr. Coller, but here is part of his wife’s 
letter of December 29, 1954: 


I work a 8 to 11 shift at the local hospital, tend 3 boys, and help with farm 
chores. With this wage of $200: $50 on food, $21 on REA, $15.30 on a used piano 
for boys, $17.85 on an overhaul of $160 on Ford tractor, $50 on sprinkler, $50 on 
used car to go to work in, $25 for gas and oil for farm and work. 

As you may note, this adds up to more than wages, so Ted’s cream (one-third 
FHA and two-thirds ranch) finishes cow grain, vet bills, chicken feed, pig feed, 
doctor bills, dentist, etc. This Mr. Rodgers * * * suggested “Sell the piano; kids 
don’t need it; I want the money.” “Give me your wages, cut down on groceries.” 
Now isn’t that stupid ($50 a month and cut down). 

Mr. Rodgers said to me, “You are losing a tough game—-sell this too small unit 
of 154 acres, you can’t win, move to the city and live on good wages. I came 
here to clean the valley and anyone delinquent $1 will be sold out.” 


This Mr. Rodgers is Mr. Hector E. Rodgers, FHA county super- 
visor, whose name is mentioned in practically ee letter I have re- 


ceived from Ravalli County. He is quoted as telling one borrower 
that “two-thirds of the loans here never should have been made to 
begin with.” 

is answer to a couple who went to him for advice was “I don’t 
give a damn what you do.” 


The first thing Rodgers told me was that I was wasting his time as well as 
my own because I was on too small a unit to make a living and pay out— 


another borrower wrote. 


He told me he was responsible for my debt and if I didn’t pay it he would have 
to take it out of his own pocket. He also warned me if I wrote to any Con- 
gressman I would regret it and would be sold out quick. 

FHA Administrator McLeaish has seen every one of these letters 
I have quoted. And I have sent him a lot more. Late in January of 
last year, Mr. McLeaish and the man who then was the FHA Mon- 
tana State director, C. O. Hansen, met with me in my office. 

I was assured that everyone whose conditions had changed since 
the original contracts were made would be given an opportunity to 
get money for fertilizer, for feed, and for living expenses in spite 
of the fact that such withholdings might reduce the Government’s 
share below the required payment. 

By letter, Mr. McLeaish promised that “sympathetic consideration 
will be given to each individual situation in line with the policies we 
discussed.” 

This settled things for a year. Just recently, however, the com- 
plaints have resumed. 
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For example, I have only recently been informed that Mr. Rodgers 
has notified practically all the borrowers in one district to “pay up, 
refinance, or be sold out.” 

I do not believe these letters indicate that anything even approach- 
ing the sympathetic consideration promised FHA borrowers has been 
accorded them. I know a bill collector is not running a popularity 
contest. I know, too, that the man who comes into western Montana 
with the avowed intention of changing the whole economic pattern 
of that area is not the man to run the Farmers’ Home Administration 
loan program in that area. And I have nothing but contempt for 
an administration that backs up such an individual. 

I hope this subcommittee will see fit to report out H. R. 8686 or 
H. R. 8688—just as I hope this subcommittee will approve my FHA 
moratorium bill. 

Mr. Poage. And we will now have a statement from Congressman 
Miller. 

We will be glad to hear from you. 


STATEMENT OF HON. A. L. MILLER, A REPRESENTATIVE IN CON- 
GRESS FROM THE FOURTH CONGRESSIONAL DISTRICT OF THE 
STATE OF NEBRASKA 


Mr. Mriiurr. Mr. Chairman and gentlemen of the committee, you 
and the members of your committee are very gracious to permit me 
the time to make this statement in support of H. R. 8746, which I 
have introduced to amend the loan limitations of title IT of the Bank- 
head-Jones Farm Tenant Act. 

If we are to bring material assistance to the many farmers who are 
now caught in the tremendous squéeze between falling prices and 
rising costs, we cannot overlook the importance of credit programs 
authorized for the farmer by Federal legislation. 

It is fundamental that loans are not as easily liquidated now as 
they were a few years ago. In times of rising prices the natural 
tendency for any farmer is to expand, and he does so in most cases by 
means of credit. A loan that eke reasonable in times of high income 
takes on startling proportions when the farm profit begins to fall. 

There are many farmers in the country who are faced with that 
precise situation and who, unless the Federal Government will consent 
to an extension of the time for payment of these loans contracted 
during the high times, must go out of business either voluntarily or 
through foreclosure. 

The purpose of H. R. 8746 is to extend the time for payment of loans 
issued under authority of the Bankhead-Jones Farm Tenant Act from 
7 to 10 years and to set a maturity date of 10 years on the loans subse- 
quently granted. These loans, of course, are only those made to 
farmers who are otherwise able to qualify for assistance under the 
provisions of existing title IT. 

It is my belief that the passage of this bill would be an effective 
method of protecting the investment this Government has in the farms 
and the farmers by virtue of its loan programs. It will also give the 
farmers hew encouragement to weather out the storm of low prices 
until the better days ahead come into being. 
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Mr. Poace. Mr. John Baker is with us of the National Farmers 
Union. 
We will be glad to hear from you. 


STATEMENT OF JOHN BAKER, COORDINATOR OF LEGISLATIVE 
SERVICES, NATIONAL FARMERS UNION 


Mr. Baker. Mr. Chairman and members of the committee, for the 
record, I am John A. Baker, coordinator of legislative services, Na- 
tional Farmers Union. 

I would like to commend the chairman of this subcommittee and the 
chairman of the full committee for their proposals of last evening 
for a very constructive and forward-looking solution to the present im- 
passe over proper legislative action to do something to improve farm 
income in 1956. 

Mr. Poage. Thank you, sir. 

Mr. Baxer. That is not, I realize, the subject of this morning’s hear- 
ing, but it has a very direct relationship to the subject and it attacks 
more directly the problem that makes it necessary to hold emergency 
credit hearings today. 

If farm income had not fallen so far in the last 3 years, and if we 
were not now very confidently predicting another 5 to 10 percent drop 
this year, the credit situation would not be in the crisis condition that 
it is in rght now. 

Mr. Charman, I do not have a prepared statement. I am going to 
ask the tolerance of the committee which they have always very cour- 
teously granted, to have patience with my stumbling presentation of 
this orally. And if you have the time I want to take the time to go 
into it in a rather detailed way, so that I think we can get an under- 
standing of why this rash of bills has been introduced, “why farmers 
all over the country are concerned about. credit right at this time, and 
our tentative ideas of some of the things that ought to be done about it. 

Briefly, with respect to the bills under consideration by the sub- 
committee this morning, we neither are opposed to them, nor do we 
support them in full. They are striking at a very real problem, a sin- 
cere attempt to solve that problem through legislation, but the bills 
combined are not entirely adequate to the need. 

The farm credit situation in large areas has been getting tighter and 

tighter, as farm prices and farm incomes have been falling. 

‘We have gotten more complaints, more requests for, more reflected 
concerns about the situation this spring than we have gotten in many 
years, on farmers’ ability to get the funds to assure themselves of a 
complete line of credit to carry this year’s crop through to harvest. 

Ten days ago about, or two weeks ago this w eekend, the Federal 
Reserve drain tightened the credit screws again by raising the re- 
discount rates. 

The explanation they gave was that that is to prevent the develop- 
ment of further inflation in certain segments of the economy. 

Now certainly, Mr. Chairman and gentlemen of the committee, 
inflation of farm prices and farm income certainly is not a problem. 
And if it is correct, the action that the Federal Reserve System took, 
in tightening up credit and raising interest rates, in those segments 
of the economy where there is inflation, we ought to go in exactly the 
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opposite direction, Mr. McIntire, in those parts of the economy, in- 
cluding farming, where deflation is the problem rather than inflation. 

I do not think anyone in his right mind would say that farm prices, 
income are inflated at the present time or that they will in any way 
approach inflation in the coming year. 

Mr. McIntire. Mr. Chairman, Mr. Baker, would it be appropriate 
at that point to inquire—I can very readily accept the premise—but 
could I inquire as to what your thought is as to how you draw the 
line through these areas to accomplish the objective ? 

I am keeping in mind—and I am sure vou are, too—that in this 
area of the Federal Reserve rates structure, discount privileges, and 
so on and so forth, is the whole area of money markets, and within 
the area of a substantial segment of agricultural credit is involved 
the same money market. 

Mr. Baxer. That is right. 

Mr. McIntire. So when you make the statement that there is not 
any inflation in agriculture, from the price standpoint, facts will 
support you there, but when you draw the conclusion that because 
of that fact then an activity in one area should not be permitted to 
go over into the other, how would you suggest to draw the line to 
keep those in their respective bounds? 

Mr. Baxer. I would not at this hearing want to go into our oppo- 
sition to the action taken by the Federal Reserve Board. That is 
another subject. 

Mr. McIntire. I appreciate that. That is not what I am getting 
into, either. 

Mr. Baxer. The other thing to say and more directly connected 
with this hearing is that actions of the Federal Reserve Board are 
general in nature. As you pointed out, they extend to the general 
economy. So that when the Federal Reserve Board, for whatever 
reasons they may have had, tighten up credit generally, it is not selec- 
tive in its effect. And in tightening it up it hits very, very severely 
those parts of the economy that are deflated rather than inflated, and 
makes even more necessary the taking of specific actions in those 
depressed areas of the economy, to wit, in this case, we are talking 
about farming. 

Mr. McIntire. We are talking specifically about interest rates. 

Mr. Baxer. Interest rates, and the availability of the funds in all. 
Tt seems to us that we are rather rapidly now moving into another era 
of which there have been about 2 in the last 50 years, on this credit 
situation, similar to the one from about 1908 to 1912, which resulted 
in the enactment of the Federal Land Bank legislation and initiation 
of rather sweeping reforms at that time in the farm-credit field. 

Then another era that we moved into, another rather sweeping 
reform or wide, new development in the credit field, prior to 1933, when 
all agencies were then brought together in the Farm Credit Admin- 
istration. And an improvement, expansion, extension, reorientation 
of farm credit occurred at that time, including the initial organiza- 
tion, the Resettlement Administration, farm security, and emergency 
credit of various kinds. 

Mr. McIntire. Do you not think that with the legislation that is 
before this committee at this time that we are again where we might 
develop into something substantially different ? 

Mr. Baker. I think so. That is my point. 
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Mr. McIniire. In which we are probably placing even greater 
emphasis on the implementation of credit through solely Government 
funds on the basis which includes about every conceivable need of 
agricultural credit from the standpoint of the eligibility of farm 
people to borrow and on a basis where we are up to the maximum use 
of both their physical and managerial resources in the securing of that 
credit ¢ 

How much further can you go than what is contained in this legisla- 
tion, insofar as building a basis of credit for agriculture / 

Mr. Baxer. I was here a little bit before the beginning of the hear- 
ing and I saw the young lady line up all of these pills that are before 
the committee. I want to hasten to add that I have not read all of 
those bills, but there are two types, and they are relatively duplicates 
of each other. 

But the fact that 10 to 20 different Congressmen have introduced 
bills to refinance existing indebtedness and others have introduced 
bills, the same ones, have introduced some 20 bills—to revise existing 
Bankhead-Jones Farm Tenant legislation, indicates that we have come 
to another period of change where something new has got to be done 
to get our credit facilities in shape to meet the emergency needs of the 
farmers. 

Mr. McIntire. I came late to the hearing and I will not interfere 
any further on that. 

Mr. Poace. That is all right. 

Mr. Hitt. While you are on that—I am late, too—no fault of mine— 
but I would like to ask, John, if you have an idea which one of the bills 
meets with your approval. That is what I am interested in. 

Mr. Baker. We are not opposed to either of the bills, Mr. Hill, but 
neither do we completely support either of them. We think that they 
strike at a very real problem. 

Mr. Hii. You do not support any of them / 

Mr. Baker. We think that they strike at a very real problem, that 
we want to congratulate and thank the sponsors that introduced them 
because it has highlighted the need for some very definite legislative 
action this year. And we do not think that the combination of them 
is entirely adequate to the need, Mr. Hill. 

That is going to be, if you put up with me long enough, the burden of 
my statement to try to go into the details of practically everything. 
These bills are good. There is just not enough of them. I will try to 
document in detail all of the additional things that ought to be done 
and the ways in which these can be improved. 

Mr. Hitz. Let me ask this now: Under the titles of the bill, though, 
we could do all of the things you wish, is that correct? 

Mr. Baxer. Under the titles? 

Mr. Hi. Yes. 

Mr. Baker. With one possible exception, if you had thrown the Con- 
gressman from northeast Texas, Mr. Wright Patman’s bill, into this 
same hearing, the answer to your question would be, “Yes, sir.” 

Mr. Hinz. His bill? 

Mr. Baxer. That is H. R. 4300. 

Mr. Poace. We do not have it before us. 

Mr. Hitt. His bill did not come here. 

Mr. Baxer. I thought it was before your committee. 

Mr. Poagr. Not that I know of. 
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Mr. Hitz. No, I think not. 

Where would it go? 

Mr. Jounson. If the Appropriation Committee goes over their leg- 
islative authority I suppose the Agriculture Committee could inc lude 
it, if it was worthwhile. 

Mr. Poacr. The Agriculture Committee cannot take jurisdiction of 
any bill unless referred to us by the Speaker. Of course, many of these 
credit bills are in the field that might go to Banking and Currency or 
might come to us. It is perfectly natural that a member of the Bank- 
ing and Currency Committee will seek to get his bill before his own 
committee, just as you and I try to get our bills referred to our com- 
mittees. 

Mr. Baxer. Let me see if I can get the exact number of that bill. 

It is H. R. 4300. 

: We are recommending that you put that bill in as the title to your 
ill. 

Mr. Poace. We will be glad to consider it, if it is before our commit- 
tee. 

Mr. Baxer. It is before the Senate Agricultural Committee as S. 
1199, introduced by Senator Sparkman of Alabama. 

Mr. Poace. What does it do, Mr. Baker? 

Mr. Baxer. It is briefly a crash program of loan supervision and 

various other actions by the Department of Commerce, Department of 
Labor, and Department of Health, Education, and Welfare. It is a 
complete and comprehensive crash program to eliminate rural poverty 
in the United States by taking it in chunks of 500, the 500 most poverty- 
stricken counties, 500 at a time; to channelize the complete resources 
of the Federal Government, in cooperation with the State and local 
governments. 

Mr. Poace. That is, by making loans? 

Mr. Baxer. This bill covers a lot more than just loans. Loans of 
the proper kind are an essential, proper part of the job of eliminating 
rural poverty. 

Mr. Poager. I recognize that credit is an essential part of the elimi- 
nation of poverty, but that credit alone will ever eliminate poverty, I 
do not believe. 

Mr. Baxer. Poverty is not the only credit problem we have right 
now, either, by a long shot. That is part of what I want to say next. 

It is a part ‘of this change that is coming right now, bears right on 
this point, in my opinion. 

We have been more this spring and late winter than ever before we 
have been, oh, for 10 or 15, 17 years, getting pressures to try to get 
somebody to reinitiate the voluntary farm adjustment program which 
is covered under title 2 (D) of the Bankhead-Jones Act. We have 
been getting pressure, requests for mortgage moratoria—Frazier- 
Lemke procedure. 

In Montana, a number of Farmers’ Home Administration bor- 
rowers, apparently, are just plain facing a repossession, if they do not 
get a moratorium on Farmers’ Home collections. 

Last year in Montana, Farmers’ Home collected some million dollars 
more than they loaned. And this year, already, the first 9 months, 
they have collected $1,200,000 more than they loaned. 

IT understand Delta County, Colo.—Mr. Hill, I believe that is your 
home county—— 
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Mr. Hitt. No;itisnot. Delta is over the mountains. 

Mr. Baxer. Delta County records for the last 2 or 3 years show that 
they have been collecting some 30 to 40 or 50 percent more in collec- 
tions than have been extended in loans, which seems to go entirely con- 
trary to what the needs are right now. 

Our attitude toward moratoriums is this: A mortg: age moratorium, 
even on Farmers’ Home Administration collections does not provide 
a constructive solution to anything. We are not opposed to mora- 
toriums, and we hope it does not come to that. 

Where we do or do not have to support proposed moratoriums, 
moratoriums are absolutely necessary, Mr. Hill, if it takes that to keep 
the farmers in your district from getting run off of the farms. Buta 
moratorium is essentially a defeatist, put-off-the-bad-day sort of thing. 

What we need 1 is a constructive credit program that will be in terms 
of next year’s extension of constructive credit, so that a man can keep 
on operating and making a livi ing. 

Mr. Poage. I want to apologize here in the record, because, appar- 
ently, this bill, H. R. 4800, was referred to this committee. But it is 
not on the list that was referred to this subcommittee. I do not know 
why. Frankly, this is the first time I have seen the bill. This sub- 
committee functions on the list that is referred to it. 

Mr. Baker. That is correct. 

Mr. Poace. And here is the list that is referred to the subcommittee 
and it is not on it. 

Where did you find—where did you get this bill? 

Mr. Rew. In our files here, Mr. Poage. It was in the calendar, but 
it had not been referred. 

Mr. Poace. Has not been referred to any subcommittee ? 

Mr. Rew. That is right. 

Mr. Jounson. Perhaps introduced too early, probably. 

Mr. Poace. Not too early. It was introduced in February. 

Mr. Huu. Well, Mr. Chairman, of course if this title is correct, 
then that has nothing to do with what we are trying to do here. We 
are trying to clean up or assist in cleaning up the legislation we now 
have which would have nothing to do with ‘the new type of program in- 
troduced. 

Mr. Poace. I would not want to say it has nothing to do with it. I 
realize that it goes certainly far bey ond what the scope of this legisla- 
tion is. 

Mr. Hit. What we were trying to do was to make it easier, or let us 
put it this way, in H. R. 9843 all we were trying to do was to make 
this Farm Home Administration do the very thing that the witness 
had said he is in favor of. 

Mr. Poace. I understand. 

Mr. Hix. It would give them moratorium, give them a right to ex- 
tend this credit and not try to put them on the rack all of the time to 
collect payments. 

Mr. JoHnson. Maybe what we should do is confine ourselves to the 
_ islation as scheduled and maybe schedule a hearing for this bill at 

ater date. 

er Poage. I do not know why Mr. Patman has not said something 
about this to me, but he has never mentioned it. 

Mr. Jounson. He is very busy with H. R. 11. 
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Mr. Poace. I do not know why it was not referred to this subcom- 
mittee, either. It has not been, as you can see by the list here. 

Anyhow, we do not have it officially before us. It has not been re- 
ferred to the subcommittee. The subcommittee is interested in it— 
I do want to assure you, that we are interested in it. We do not pro- 
pose to pass it over without any consideration, because we will give it 
consideration, but it has not, either officially or physically come to the 
attention of the subcommittee until this moment. So that I think we 
better proceed with the bills that are before us. 

Mr. Baker. A part of the way in which this stringency of credit 
has shown itself in various areas, implement dealers have been forced 
to shut down on installment credit for new machines and, particularly, 
for replacement parts and repairs. 

Instead of carrying a man for 6 or 8 or 9 months on the books, they 
require payment within 15 days or in different States they have done 
it in different ways. 

In Illinois they have to be paid—and this is practically true all 
over the State. So far as the advertisements in the county newspapers 
indicate, that they do not get any spare parts or any repair parts un- 
less they are ready to pay within 2 weeks. 

Last year, and years before, for a long time, they have been carry- 
ing them 6 or 8 months. 

The country banks—and Mr. Hill is probably familiar with the 
meeting of the country bankers in Colorado several weeks ago—they 
are caught where they cannot help out this situation, anything like 
they would want to or would like to, because on the top side they have 
got the bank examiners watching their limitations very ¢ carefully, from 
the risk standpoint. That is what bankers are supposed to do. 

And on the other hand, their deposits are dropping. Due to falling 
income, flood, drought, prices and all of the other things, deposits have 
dropped to the 10 to 1, or whatever the multiplier they can make loans 
on the basis of their deposits, and is much lower than it was, so that 
they are not in a position to meet these extraordinary credit needs in 
an area where last year many farmers were unable to ‘make a complete 
repayment on their operating loans that they had received. 

The bank examiner adds it up when he is checking them against the 
limits. That limits the amount that they can make available for 
1956 operations. 

That is combined with the fact, as all of you gentlemen know, the 
cash requirements for a year’s farm operations are a very, very much 
higher percentage of both expected gross income, on the one hand, and 

value of fixed assets, on the other hand, than they were even 10 years 
ago. 

“And I have seen the comparison of Cornell University statistics. 
Whereas 40 years ago it took 10 to 12 years to go broke, if you lost your 
operating expenses every year, now it takes only 2 or 3 to eat up the 

value of your physical assets. 

Again putting a limitation on how, with the bank examiner looking 
over his shoulder, a country bank can go. 

Many farmers—and this is not widespread yet, by any means, but 
many farmers are selling out rather than face foreclosure. T hey can 
presumably sell out to better advantage not in a forced sale than they 
could in a forced sale. 
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Credit, as all of us have said and all of us know, is only part of the 
answer to that. Part of the answer and the most important part of 
the answer is somehow or other raising farm income. 

But in the meantime, before you can get farm income raised, a lot 
of good, substantial, solid citizen farmers this year are facing either 
the inability or the extreme difficulty in obtaining the line of credit 
that is necessary to put in this year’s cro 

And you do not operate a in family farm any more 
on a $3,000 or $4,000 line of credit In many areas of this country. 
It takes $17,000 or $18,000 or $22,000 line of credit. You have got to 
see it all the way through or you are not in a position to start the crop; 
or you are going to lose what you have already put in. 

it is a wonderful thing the modern technology we are using on our 
farm, but that same modern technology and the increased use of 
fertilizer and all of these other things, have increased the number of 
dollars that you have got to have to put in the crop and to carry it 
through to harvest. 

It also means if you do not use these modern technologies, including 
the use of fertilizer and improved seed and the other things, you are 
engaged in high-cost farming instead of low-cost farming. 

Maybe you could put in an old shoe top crop by 20-years-ago meth- 
ods, even though you could not borrow money this year, but ‘it is like 
the shoeman that is selling shoes, if you are losing 10 cents on every 
pair that you sell, it is better not to sell more. If you are going in the 
hole, it is better to not sell shoes. 

The same thing is true on using fertilizer and diesel tractors and 
the other improved ways of farming which takes a lot of money to 
start the crop. 

Reacting to what seems to be a developing farm credit crisis, the 
National Farmers Union has established a Commission on Family 
Farm Credit to try to work out what are the solutions to this thing. 

Two weeks ago a working party of that commission met here in 
Washington to look at all of the proposed bills and to look at existing 
legislation and try to figure out what we thought was the right thing 
to do about it. That working party is composed of President Patton 
of the National Farmers Union, James E. Wells, formerly Deputy 
Governor of the Farm Credit Administration and Commissioner of 
the Bank for Cooperatives, now executive vice president of Farmers 
Union Livestock Association, St. Paul; Mr. Floyd Higbee of your 
State, Mr. Hill, formerly regional director of Farmers Home Admin- 
istration, and State director in Colorado, and the present witness, 
John A. Baker. 

So it is on the basis of our not yet completed consideration of these 
problems that I am testifying this morning. 

I have just a few copies here and maybe if 1 or 2 of you will look on 
together, it may help us in following this to look at this codification 
of the existing law. 

All of these bills, and our suggestions, also, relate to changes in 
the existing law. So that there are times when it might be convenient 
if we had the existing law in front of us so that we would know what 
we are talking about. 

This being a third change, if you please, or a third era of important 
change in farm credit, in needs and structures, we think we see a new 
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concept emerging. These bills that are before your committee seem 
to outline a new concept in farm credit. 

For the last 20 or 25 years we have thought in terms of usual com- 
mercial credit. We have thought of the business-type, conservative, 
sound eredit which can be mainly financed by the sale of debentures 
or bonds on regular money markets, carried out through the cooper- 
ative institutions of the Farm Credit Administration. And we have 
thought of Farmers Home Administration type which applied to 
either chronically poor, chronically poverty striken people, on the 
one hand, or acutely poverty striken victims of disaster or emergency, 
drought, flood, and the like. 

We have not thought of this latter being a residual supplier of all 
farm credit needs for all farmers as a continuing proposition, rather 
than just during an emergency situation. 

We have not ‘thought, in other words, of Farmers’ Home Adminis- 
tration basically being a yardstick for farm-credit operation which 
fills the needs not filled by existing individual and corporate private 
facilities, cooperatives, private cooperative facilities, et cetera. 

These bills, and our thinking and it seems the emergency needs of 
the time, point to a reshaping somewhat of that cone ept of what is 
Farmers’ Home Administration type credit. 

We suggest the need for enactment this year of a comprehensive 
Farm (¢ ‘redit Deficiency Act, extending, improving, and expanding 
existing legislation, authorizing direct and insured loans. That is 
the same pr roblem, Mr. Hill, that ‘these bills drive at. 

Existing legislation that I have put before you covering direct and 
insured general farm-credit loans, include the Bankhead-Jones Tenant 
Farm Act, as amended, the Water Facilities Act, Public Law 38—one 
type of emergency loan—as amended, and Public Law 727 , also called 
emergency credit. That has been amended once, I think. 

Our general attitude toward this could be expressed about as 
follows: As I have already commented, the credit needs of family 
farming are tremendous and growing. Credit should be available at 
the times needed and its terms and conditions should be adapted to 
characteristics of farming as a combined business and way of life. 

Much of the credit needs of family farming can be met by loans 
obtained from private individuals, and such credit institutions as 
banks and insurance companies. Farmers themselves can meet other 
needs cooperatively through credit unions, and the institutions of the 
farm-credit system. 

Together, it should be expected that these sources should continue 
to supply the great bulk of the credit needs of agriculture. 

However, inasmuch as all of these must obtain their funds from 
commercial money markets and conduct their operations along tradi- 
tionally conservative financial lines, they find themselves unable to 
perform the entire farm-credit job. 

Such institutions find it difficult to pioneer in the meeting of newly 
recognized or newly emerging farm-credit problems. They are not 
set up to use their credit resources in meeting the high-risk needs of 
severe disasters and emergencies, economic or natural. 

They cannot afford to participate in credit operations when a rela- 
tively high intensity of technical assistance and loan servicing are 
required to render loaning activities essentially sound from the strictly 
financial viewpoint. 
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Moreover, all of these private individual corporate and cooperative 
institutions have a marked and very human endaden, in the absence of 
outside stimulation, to become traditional, custom-bound, and increas- 
ingly restrictive in their credit policies. 

There is nothing morally wrong about this nor even economically 
unsound. It just means that the best interests of family farmers and 
of the Nation as a whole, because of their interest in the prosperity of 
farmers, require a separate supplemental and yardstick farm-credit 
operation. 

This can best and most efficiently be supplied to the Nation by the 
Federal Government. Such an agency should have the legal authority 
and sufficient funds to meet all of the family farm credit needs not 
filled on reasonable terms by private coope1 rative and other corporate 
lending agencies. 

This is a problem not strictly of young farmers, nor of low income 
farm families, nor of disaster ‘situations—natural disaster situations. 
It is a need that extends across the board. 

Such an agency would stand ready to meet any legitimate farm 
credit need not met by existing private agencies on reasonable terms. 
The agency would make both direct Government loans and would 
insure loans of private lending agencies. 

Now, turning specifically to the legislation. 

Mr. Jounson. I was called to the ‘telephone. This suggestion that 
you just made, could that be handled through the Farm Credit Ad- 
ministration, Farmers’ Home Administration ? 

Mr. Baker. Our feeling is that if the Farmers’ Home Administra- 
tion can be revitalized to absorb the functions to do it, that that 
is the logical and sensible and intelligent thing to do. 

We agree, however, with the over rall principle that what you do is 
assign functions to the Cabinet member involved and then he assigns 
it to the agency that he sees fit. 

However, what we are talking about here is amending the laws 
which are not administered by the Farmers’ Home Administration. 
And we would expect that the amended laws would also be admin- 
istered by the Farmers’ Home Administration or successor agency. 

Mr. Poace. With no disposition to criticize, but in order to shorten 
your statement, we have only about 8 minutes remaining before the 
House convenes. We are going to have to move along, not that we 
are going to try to push you. We want you to take all of the time 
necessary but you understand the House meets at 11. 

Mr. Baxer. I want to request at this time, Mr. Chairman, following 
your statement which I completely appreciate and understand, that 
in case I have not gotten through I think it would be worth the time 
of the subcommittee not to adjourn your hearing but to recess it. 

I would like to come back and discuss specific details of these bills 
with the subcommittee, because I think this is a very important matter 
that we are talking about, not something that we ought to try to get 
done all in 1 day or all in one 30 minutes sometime. 

Mr. Poage. May we break into your statement now and find out, if 
any of these other gentlemen sitting here want to be heard. 

Nobody else wants to be heard. All right. You may proceed. 

Mr. Baxer. Mr. Hope and Mr. Hill, you are both, I know, among 
the sponsors of these two bills before the committee. 

76064—56——9 
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Mr. Hurt, And Mr. Dixon. 

Mr. Baxer. And Mr. Dixon has one or both of them? 

Mr. Hint. He has two. 

Mr. Baxer. I am going to address my suggestions to existing law 

rather than to your “pills. There is one thing, I do not want it to 
appear that we are being critical of the bills. We think a lot of you 
for having introduced them. 

Also, I think maybe we will understand what we are doing better 
if we address our remarks to existing law and that, of course, is what 
your bills are addressed to. 

So I will, as I go along here, in making our recommendations, 
recommend a great deal of the Is inguage which is in your bill. If I do 
not remember to call your name and give you credit for having that 
in your bill, I do not mean to either overlook you or to indic ate that 
we do not think it was important that you put the bill in, and if you 
want to interrupt and point out that that is in your bill, I will be happy 
to have you do so. 

The suggestions that we have concerning the existing law relates to 
two entirely more or less new credit programs, plus improvements in 
title I of the Bankhead-Jones Act, title II of the Bankhead-Jones Act, 
and some changes—improving ¢ hanges we think—in the Water Facili- 
ties Act, and the two Emergency Loan Acts. 

We take them up here in more or less of a systematic order. 

The one big change is in the same area, Mr. Hope, as the bills that 
you three gentlemen have in, the need for refinancing or to put it in 
other terms, an economic disaster loan, including authority to refinance 
existing indebtedness. We think your bill does not go far enough. 

We think it also needs to include—and again I do not want to get 
into a squabble on jurisdiction between committees—but this same re- 
financing economic disaster type credit, also is needed by small busi- 
nesses which are directly related to the farming operations in the rural] 
area 

We e would suggest that a business of less than $500,000 or $250,000 
worth of assets, who are engaged in the proc essing of ‘farm commodi- 
ties or engaged in the sale of commodities and services to farmers, be 
included as under the eligibility for what we would suggest as ‘the 
additional title as you have suggested to the Bankhead-Jones Act for 
refinancing that. 

Mr. Hitz. You would include implement dealers ? 

Mr. Baker. Yes; in the rural areas, if they were small in size. 

The other one is the one that we mentioned earlier. We would add 
also as a title to the Bankhead-Jones Farm Tenant Act, Mr. Wright 
Patman’s bill. 

Mr. Horr. Before you pass on to the other subject, let me ask you 
a question. 

In suggesting that loans be made to these small business institu- 
tions—of course, we have a provision in the law now whereby they can 
get loans from the Small Business Administration, which I am sure 
from what you said you regard as inadequate—but would you have 
the Farmers’ Home Administration make these loans and take that 
operation away from the Small Business Administration ? 

It is a matter not only of jurisdiction of 2 different committees, 
but of 2 different agencies of Government that we are getting into 
if we do that. 
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Mr. Baker. I would like to see it incorporated in the same legisla- 
tion, so that the same rules and all of those things to go by would 
be there. Then I would assume that the Secretary of Agriculture, 
under Executive order of the President, would transfer his loaning 
authority as to small business to the Small Business Administration. 

We go by the principle, 1 would like to say, of the Hoover Commis- 
sion reports and other recommendations, that you give all of the au- 
thorities to the Cabinet member and then he parcels them out to the 
appropriate agency for or 

Mr. Poace. As a practical matter, you do not think giving anything 
to the Small Business Administration would help anybody in the 
United States. 

So far as I know, there has been one loan made in my district. 
We had a tornado there 2 years ago next May 10; it killed 115 people, 
did millions of dollars of damage. And we got one loan made—one. 

That institution talks about relieving the needs of small business. 
Why, I would rather go talk to the C hase National Bank and would 
be much more likely to get help. 

Mr. Baker. Let me reserve any further comments on that title 
until we take up title I and title LI. 

Mr. Poage. I was not making a speech. I asked you a question. 

Do you think that turning any of these loans over to the Small 
Business Administration could possibly help any human ? 

Mr. Baker. Mr. Chairman, our experience indicates that what you 
said is correct. 

Our experience also indicates that we are in the same kind of box, 
so far asthe Farmers’ Home Administration is concerned, with respect 
to these other credit needs we are talking about. 

One of the reasons that Mr. Hill found it necessary to start a push 
on this thing is that the small business out there is out there and a lot 
of farmers cannot get the credit they need from the existing agencies 
we have. 

If you were the Administrator of the Small Business Administra- 
tion or the Administrator of the Farmers’ Home Administration, I 
think you could take existing legislation, and if you and Mr. Hill tried 
Dare enough with George Reid helping you and Mr. Hope backing you 
up, I do not think we would have to have any “ w legislation. 

Mr. Hiti. Let me say this now, Mr. Chairman, I do not doubt your 
word a minute about your experience in Texas, but I call your atten- 
tion to the fact that any Congressman, Democrat. or Republican, from 
the flood area in Connecticut, and parts of the East will tell you that 
the greatest benefit they received was from the Small Business Admin- 
istration. 

I know they are making some loans in my area, and also other farm 
areas, and to other farm businesses in other congressional districts. 

Here is the thing: I think Mr. Baker put his finger on it. It is a 

question of administration. You may have a man in your office in 
Tex xas that does the very thing I discovered in my district on small 
business. Every time a farmer went in for a loan, you know what 
happened. After he listened to all of the reasons for the loan, he 
looked at the farmer and said, “You cannot qualify.” 

And the man went no further than that local board. That hap- 


pened i in one of my counties, Yuma, under the Farmers’ Home Admin- 
istration. 





126 MISCELLANEOUS CREDIT 


Our trouble has been administration. 

Mr. Hope—and I have his own word for it, and someone else from 
Kansas—but not only Mr. Hope but 2 or 3 others, say that the State 
office has been administered in a very excellent manner, the Farmers 
Home. 

I think I can put you in touch with several States where the Small 
Business Administration loans have been wonderful. Then you come 
back to some other State and community and they have not made one. 

It isa matter, John, of administration. I do not think it is a matter 
of the loans at all. 

Mr. Horr. Will you yield there? 

Mr. Hix. I will. I think this committee should know some States 
have had wonderful luck, and in another State none. 

Mr. Horr. I do not know much about the small-business loans. I 
have not had much demand for them in my district, and very little ex- 
perience in observing the administration of them. 

I think we all agree that so far as the Farmers’ Home Administration 
is concerned, even where well administered—and it has been, cer- 
tainly, in the State of Kansas—that unless we pass some legislation 
here expanding the authority, they cannot take care of the existing 
situation. 

. Mr. Hitz. That is exactly what we should do. 

Mr. Poagr. I agree with that. 

Mr. Hix. I think John is making some excellent suggestions And 
under the title of the bills we all introduced, Mr. Chairman, I think 
we can do—I do not think all that John suggests—but many of the 
things that he is suggesting—we could do very easily under these 
bills 

Mr. Poace. I understand the relationship he points out there and 
I think very properly points out between the loans to farmers and the 
success or failure of small business in every locality, because, obviously, 
itis tied together. I donot think there is any‘doubt about that. 

T am glad to know that some of these other States are getting some 
help out of small business. They must be, because they are lending 
some money somewhere. 

Mr. Hitz. Your local organization is entirely out of line. They 
have not followed the law as it was written by the Congress. 

Mr. McIntire. I would like to say on that point, too, that I have 
had a little experience in the last year in dealing with the Small Busi- 
ness Administration and observing its activity in 1 or 2 instances. 

I will take one instance which happened a couple of years ago, 
where we had not a direct effect, but mostly an after effect of the 
hurricane, with high tides and all of that, and the Small Business 
Administration moved in very promptly in an attempt to serve some 
lobster fishermen. But once they were in there and ready to go to 
work, the applications did not come in for processing because the 
situation was not really as intense as it looked on the surface. How- 
ever, they did move very promptly. 

I have found it to be true in a few instances, that, if the local lending 
institution, like a bank, will take some initiative through a participat- 
ing arrangement, the Small Business Administration—at least in my 
area—is moving rather quickly and rather constructively. 

I do not know whether bank lethargy poses as a serious problem 
for Small Business, but banking cooperation does contribute toward 
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that type of cooperative community interest that encourages a Fed- 
eral agency to serve the community, which I think is most important. 

I have seen some very interesting developments along that line 
with the Small Business Administration. 

Mr. Poacr. I want it understood, when we had the tornado at Waco, 
Small Business moved in immediately. They set up an office, sent 
3 or 4 people down there, kept them for 2 or 3 months and made 1 loan. 
That is all they made. One is all I can find that they made. It was 
$14,000—I think I am right about the figures. 

Mr. Hitz. You cannot tell how many other loans they influenced. 
That is the biggest thing about this whole matter of loans. 

The same is true with this Farmers Home loan. As to banks, I can 
already see the big difference in my district. Where the banks co- 
operate with this home loan, we get along. 

Price support will not help a farmer that does not get any crops. 
We have had 5 bad years. Regardless of what the price was, the 
farmer would still be in bad shape, because he has not fiad any crops. 
We just have got to have a long-time credit. 

I go along with you; we ought now to work out a long-time credit. 
We are making those suggestions in these bills up to 7 years, and we 
think we can do some real good on financing farmers on the basis of 
3, 5, and 7 years. 

Mr. Baxer. That is why we have very strongly suggested a com- 
prehensive bill be drafted and a comprehensive act be enacted this 
year covering all of these things, applying this yardstick principle 
that you are talking about all the way across the board—not just to 
poor farmers or not for just those that have been the victim of a 
natural disaster, but for all farmers, including those that are on 
adequate units, because a good farmer in Wisconsin or a good farmer 
in Illinois that looks like an awfully prosperous layout can go broke 
and get run off of there quicker than a farm like I grew up on where 
we never did make any money but it didn’t cost us much not to make 
any, either. We didn’t have to meet all of those bills, either. 

These adequate units can get run out faster than anybody. And 
they take a bigger drop when they do. 

We suggest in the same area in which you call title V, direct and 
insured refinancing loans. We would call that title V. 

Mr. Hitz. That is title I in our bill; is it not? 

Mr. Baxer. I am quoting from Mr. Hope’s bill, H. R. 8686, title V, 
direct and insured refinancing loans. 

We would suggest that that be title V, rural adjustment credit. 
That means it is title V added to the Bankhead-Jones Farm Tenant 
Act, as amended. 

The Secretary of Agriculture is authorized to make loans to en- 
courage, assist, and provide a sounder system of credit in rural areas, 
to ameliorate the effects of the agricultural recession and adverse 
agricultural situations caused by conditions beyond the control of 
the farmers and stockmen. 

Eligibility : (a) Any farmer, stockman, farm related small business 
in rural areas, part-time farmer, producer, tenant, or owner unable to 
obtain credit to continue to farm, or improve the soundness of his 
farm or ranch business, providing, the rejection of such credit was not 
because of lack of repayment ability under normal conditions, the 
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character or lack of managerial capacity of the applicant (or farmer 
or stockman). 

Purpose of the loans: (1) Refinancing, consolidating, renewing, or 
extending all or part of the existing debts of such farmers, small busi- 
nesses, stockmen, farm partnerships, grazing associations, and irriga- 
tion companies; 

(2) Assisting such farmers and stockmen, and small businesses, 
with special emph: isis on family sized farms and smaller than family 
sized farms, to acquire additional land if acquisition of such additional 
land will— 

Improve the economic status; will aid in a planned program for 
preventing erosion ; is for the purpose of retiring land from its present 
use—hopefully in connection with the conservation acreage reserve ; 
will facilitate the improvement of farmlands through soll or water 
conservation or drainage; will facilitate the improvement of farm 
soil fertility est: ablishment and i improve permanent pasture, sustained 
yield after forestation and reforestation or other erosion pre- 
ventatives. 

Sometimes you do not help a man by just refinancing existing in- 
debtedness. You need at the same time that you refinance his existing 
indebtedness to have an additional line of credit to help that fellow 
completely reorganize his farm management unit so that he can get 
on a solid basis and in a high risk area and make a go of farming 
where he is, instead of him giving up his place and joining the hired 
workers at a furniture factory somewhere. 

Financing or refinancing of general farm operating and subsistence 
expenses and assisting such farmers and stockmen and small businesses 
to purchase stock in irrigation companies and grazing association. 

Loans made directly by the secretary under the provisions of this 
title, and loans made by private credit sources and insured under pro- 
vision of this title, which are secured only by chattel liens shall be 
repayable within the normal useful life of the chattels or within 
15 years, whichever is shorter. 

In the case of an individual farmer or stockman, no loan so secured 
shall be for an amount in excess of $50,000. 

I don’t remember what you put as your upper limit. 

Mr. Hitt. I think $20,000. 

Mr. Dixon. $45, 000. 

Mr. Baxer. The $50,000 we think is the minimum figure that the 
maximum ought to be. An adequate family farm can be quite a 
going concern and might have fairly heavy existing indebtedness. If 
you set that limit below the top limit of an adequate family farm, the 
kind we all hope to have in this country, I am sure that it was reason 
similar to that that caused Mr. Dixon to set his at $45,000. 

And in the case of grazing and irrigation companies, or a firm 
related to small business, no loan so secured shall be made for an 
amount in excess of a million dollars. 

Loans made or insured under the provisions of this title and secured 
by real estate shall be Sn in not more than 40 years, and pro- 
vides for the same limitations. $50,000 in the case of the individual, 
$1 million in the case of grazing associations or irrigation companies 
or small business. 

The rate of interest on direct or insured loans provided for in the 
provisions of this title shall not exceed 3 percent per annum. 
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Mr. McIntire. You say for direct or insured ? 

Mr. Baxer. Direct or insured. 

With the same arrangement later on as under the present ones 

Mr. Poacr. How do. you maintain anything like our Farm ‘Credit 
Administration, if the Farmers’ Home is going to make 3 percent loans 
when it is obvious that the co-ops cannot make 3 percent loans? How 
can they stay in business? 

Mr. Baxer. To begin with, none of these people, Mr. Poage, are 
eligible for this credit at all, if they are able to get the kind of credit 
they need from any of these other sources. 

Mr. Poacr. If they are unable to get any kind of sound credit, 
does not look to me like you ought to be m: aking million dollar hs 
to somebody who cannot get any ‘kind of credit. 

Mr. Baker. That is a grazing association or irrigation district. 

Mr. Poace. If they are that broke, that they cannot get credit any- 
where else, you sink a million dollars in them, it looks to me like a 
good deal more 

Mr. Baker. You are not suggesting that they go broke just because 
they cannot get credit from the Bank for Cooperatives or the Chase 
National Bank? 

Mr. Poace. It looks like if they are in that bad shape, they better 
be sold out and get on a sounder basis. 

Mr. Baxer. Well, that is all right in this room for us to talk that 
way, but if Mr. Hill and IT are looking 

Mr. Poagr. I know it is not good politics to talk that way. 

Mr. Baker. I am not talking about the politics of it. Iam thinking 
about the humanity of it when you have 50 or 100 families. 

Mr. Poacer. I never was one of those who believed that you did a 
man a favor by keeping him broke all of the time. I think there comes 
a time when you better settle accounts. I have been talking that— 
these members who have been sitting here the last 2 weeks know that 
I have said that time and again while considering the farm credit 
bill. 

Mr. Baxer. You are not going to ar him this loan unless you can 
work out a plan whereby he can repay it, Mr. Poage. This is not a 
grant. 

Mr. Poacr. If you can do all of that, then he can get credit from 
the Bank for Cooperatives—that is, these bigger outfits can—or the 
individual can get his $50,000 from PCA or the land bank. 

If he has such a plan, if it is a sound thing, he can get the credit 
now. 

Mr. Baker. If that is true 

Mr. Poace. If it is not sound—I am perfectly willing to make some 
unsound loans in order to help society, but I am not “willing to call 
them sound loans and destroy our sound lending agencies in ‘order to 
make these loans. 

You say you are not going to make them unless they are sound. 

Mr. Baker. This concept of soundness is a relative matter. The 
cooperative institutions, private banks, have one kind of service. 
These have a different kind of service, provided by Government funds, 
technical assistance, supervision or whi atever the word is in the bill, 
that makes what to a land bank would be an unsound loan, the addi- 
tion of that farm and home management supervision, technical assist- 
ance, or in the case of the small business or in the case of the grazing 
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association, technical assistance applicable to them, makes what would 
be otherwise an unsound loan, a sound loan strictly, from the repay- 
ment standpoint. 

Mr. Jounson. During the depression were not land bank commis- 
sioner loans made along with land bank loans? 

Mr. Baxer. That is the saine type of field that we are talking about. 

Mr. Jounson. They were the ‘unsound loans,” were they not? 

Mr. Poaae. Yes. 

Mr. Baxer. I do not agree that they were unsound. 

Mr. Jounson. They thought at the time they were. Maybe I 
should say it that way. 

Mr. Baxer. Next to the cotton price-support program it was one 
of the most profitable ventures of the Federal Government, those land 
bank commissioner loans, according to the Twentieth Century Fund 
publication. I read the credit section of it last night. 

Mr. Poage. I have borrowed money from the land banks many times, 
owe them money now. And if I can get 3-percent money by showing 
that my loan was a little shady, why I certainly would be able to 
show it. 

I think I could prove rather conclusively that my loan was not quite 
good enough for the land bank, if I could find 3-percent money some- 
where else by doing so. 

Do you think anybody is going to pay this 4 percent to the land 
bank when they can get money for 3 percent from this new organ- 
ization ¢ 

Mr. Baxer. We are not talking here about regular, everyday, year- 
in and year-out credit. We are talking about credit in this title, 
primarily to refinance existing indebtedness of the man that is in the 
hole, refinance existing indebtedness of the man of good character 
and good management ability. 

The reason he has to have his existing indebtedness refinanced is 
because of the drop in farm prices and farm income, or some other 
reason of that kind which is beyond the control of the individual 
manager that got in the overindebted situation. 

It provides later on in this draft, that as soon as he is eligible for 
regular bank credit or regular cooperative credit, he must obtain that 
other kind of loan. 

Mr. McIntiee. At what interest rate are you going to insist that 
he transfer ? 

Mr. Baxer. At the going rate, whatever that institution charges. 

Mr. Avery. What is the difference between the grazing association 
and the cattle-growing person ? 

Mr. Baxer. Beg your pardon? 

Mr. Avery. What is the difference between a grazing association— 
I believe that was the terminology that you used—and a cattle corpora- 
tion as we commonly know them? Is there any relation? 

I believe this grazing association is a new term to me. If we are 
just talking about big cattle corporations, that is one thing. [If it is 
something else, why maybe—— 

Mr. Baxrr. The grazing association, as I understand it, and the 
way we use the term here, relates first to the grazing associations—I 
think this is the correct terminology—an association set up under the 
Taylor Grazing Act for the operation of the cooperative operation of 
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parts of the Bureau of Land Management, Government-owned land 
which is rented to individuals. 

Mr. Horr. I think there is some in connection with other lands. 

Mr. Baxer. That is correct. It was that group that we have in 
mind here. 

Mr. Horr. The lands that were taken over back in the Dust Bowl 
days, submarginal lands where they are still being administered. 

Mr. Baxer. Title III of the Bankhead-Jones Act. 

Mr. Hitz. Cooperatively, they would use the land as a group to 
graze their cattle under the Taylor Grazing Act. 

Mr. Jounson. And pay rent. 

Mr. Hm. The association pays the Federal Government. 

Mr. Baxer. Mr. Hill is more familiar with the actual association’s 
operation than Iam. Possibly, also, Mr. Poage, in various parts of 
your State. They do engage in various land-improvement expendi- 
tures. 

Mr. Hitt. Fencing and waterholes and developing trails. That is 
what he has in mind. 

Mr. Jounson. Does that mean you have to go to a million dollars? 

Mr. Hiwz. I think that is high. 

Mr. Avery. That is what I was getting to. 

Mr. Baker. We are not wedded to exact dollars and cents on any of 
these limitations. We just want to be sure it is high enough, so that 
you do not rule out a worthwhile case. 

We are not, by any means, suggesting that all of them ought to be 
that figure because 

Mr. Avery. Could I ask one further question in that connection ? 


Would the proceeds of this proposed loan we are discussing—would 
that just be for the handing of the land under lease or would that also 
be interpreted to include the capital investment on the livestock doing 
the grazing? 

Mr. Baker. No, not on the livestock doing the grazing. It would 
be — for the refinancing of existing debts and additional 


credit needed so that the other part of the loan can be repaid out of 
operations. The cattle are owned by individual ranchers. 

Mr. Avery. This is just for grazing the cattle? 

Mr. Baxer. This is just for the association, to refinance existing in- 
debtedness of the association. 

Mr. Poace. I think some of our members have to leave. 

Mr. Hitt. We have to go now. 

Mr. Baker. The suggested provisions with respect to the insuring of 
these loans are very similar to that of the existing law under title I of 
the Bankhead-Jones Act. I think it is word for word Mr. Hope and 
Mr. Hill’s bills, except that we would set the aggregate amount of 
principal on loans shall not exceed $300 million in any 1 fiscal year. 

Mr. Poacr. You are not nearly through, are you? 

Mr. Baker. No, sir. 

Mr. Poacr. I understand we have a bill up on the floor right now, 
the highway bill. We will probably have to recess here. 

Mr. Baxer. Do you have time for me to finish up the provisions of 
this one title that we are talking about here ¢ 

Mr. Poage. I have no idea whether we have or not. How much 
time do you want ? 

Mr. Baxer. I am primarily doing this for your benefit. 
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Mr. Poage. We will come back and have a further meeting. 

Mr. Baxer. I am at your pleasure when you want me to appeat 

Mr. Poagr. We do not want to cut you off in the least. 

Mr. Baxer. I am just getting started. 

Mr. Hitz. I would like for John to come up _ ‘re and go over these 
bills that we are considering, because, you know, are not apt to get 
the type and kind of bill ‘during this session that we should have. 

Mr. Poacr. When do you want ‘him to come 4 

Mr. Hirt. And go over these bills and see what we can come to 
agreement on, the changes we need to make right now under this 
present law. 

Mr. Poacr. We will hold a further meeting and go through with 
this. I think we should. I agree that it ought to be done. 

Let us have a meeting in the morning and get out the other bill, 
if we can. 

We will meet at 9:30 then, in the morning right here for the consid- 
eration of the other bill. 

(Whereupon, at 11:25 a. m., the committee adjourned, to reconvene 
at 9:30a.m., Friday, April 27, 1956.) 
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TUESDAY, MAY 1, 1956 


House or REPRESENTATIVES, 
SpeeciaL ACTION SUBCOMMITTEE, ON 
CONSERVATION AND CREDIT, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 
The subcommittee met, pursuant to notice, at 10 a. m., in room 1310, 
New House Office Building, Hon, W. R. Poage (chairman) presiding. 
Present: Representative Poage (presiding), Hill, and McIntire. 
Also present : Representatives Johnson, Mrs. Knutson, and Dixon. 
Mr. Poace. The committee will please come to order. 
The committee is further considering the numerous agricultural 
credit bills. We have with us this morning Congressman Avery of 
Kansas who has a statement we would like to hear. 


STATEMENT OF HON. WILLIAM H. AVERY, A REPRESENTATIVE IN 
CONGRESS FROM THE FIRST CONGRESSIONAL DISTRICT OF THE 
STATE OF KANSAS 


Mr. Avery. Thank you, Mr. Poage. I have no prepared statement. 
And I shall state for the record and for other purposes that I shall not 
consume but a few minutes of the committee’s time, because I know 
this committee is very busy. 

Mr. Poacr. We are glad to have you. Take whatever time you 
need, 

Mr. Avery. I do not think it is necessary, Mr. Chairman. These 
two bills I think are very important bills. I am sorry they have not 
been acted on before this time because out in Kansas, anyhow, because 
of the recent drouth, primarily, there is a credit situation. 

Mr. Poace. Did you not get rain out there day before yesterday ? 

Mr. Avery. Fron) scattered re eports that are usually reliable, I would 
like to say for the record that we did receive about an inch of rain on 
Friday and some more rain on Saturday. I do not have the total 
amount, the aggregate amount, but from the tone of my correspond- 
ence, things have greatly improved i in northeast Kansas. 

Mr, Poacr. I am glad to hear it. 

Mr Avery. Notwithstanding that, those recent rains, I still feel that 
there is a need for the liber alizing somewhat of farm credit, especially 
in the categories that these two bills will apply to. 

Here on last Friday, I believe it was, when your committee was con- 
sidering other credit legislation, it was pointed out, and I think very 
well, there is protection i in these bills for other credit agencies, which I 
think should be kept in mind all of the time. ' : 
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The reference that I made just a minute ago was that some concern 
was expressed the other day, not when we were discussing these bills, 
but when we were discussing the overall farm credit problem, that with 
the terms liberalized under the Bankhead-Jones Farm Tenant Act, 
that is, some concern was expressed if the terms were liberalized we 
might jeopardize production credit and the Federal land bank. 

I was merely pointing out that there is protection in the provisions 
of this bill whenever the applicant is eligible to receive credit from 
the Federeal land bank and/or production credit he shall then trans- 
fer his loan to one of those agencies and not rely on the Department 
for further financial assistance. 

I think there have been introduced several bills by several Members 
of Congress, so it is a little difficult. 

May I inquire, Mr. Chairman, are you considering specifically two 
numbered bills here ? 

Mr. Poacr. We have at least 30 bills before us. Here is a list of 
them. 

Mr. Avery. Are they not identical bills, though, Mr. Chairman? 

Mr. Poace. Many of them are identical. Some of them are not 
absolutely identical. And some of them cover more than one subject. 
In one case one bill covers both of these subject matters that other 
authors I believe put them into two separate bills. Some Members 
introduced one bill covering both groups. 

Mr. Avery. I understand. 

To identify my statement then, perhaps I had better state that I 
am addressing my remarks specifically to the two bills that I intro- 
duced, H. R. 8720 and 8721. 

Mr. Poacr. Those two bills? 

Mr. Avery. That is correct. 

H. R. 8720 is the briefer of the two bills. It merely provides that 
the maximum date for repayment of a loan can be extended from 7 
years to 10 years. And I think the necessity for that is well under- 
stood by the members of this committee. 

The other bill, H. R. 8721, provides for the authority for refinancing 
existing loans, which authority does not exist under the present act. 
The new financing could be made available but there is no provision 
for refinancing existing indebtedness if the applicant found himself 
to be in a rather unfavorable position to repay his present indebted- 
ness. 

There is one question that I would like to pose before the committee. 
On page 5 of H. R. 8721, line 3, subsection (d), where it provides 
when the bill is addressing itself to the insurance provision for the 
loan, it reads, “The Secretary may utilize the fund for the payment 
of taxes, special assessments”, et cetera, as “authorized under section 
51” of the original act. 

My question is, is that authority, Mr. Chairman, spelled out well 
enough under section 51 that it will definitely affix the authority of 
the Secretary under the section, that may utilize the fund for pay- 
ment of taxes, and so on and so forth. 

Unless that is further described in section 51, I am not sure but what 
maybe it ought to be clarified by an amendment. Do I make my 
question clear? 

Mr. MoInrtire. Mr. Chairman, Mr. Avery, I am wondering in what 
framework you are projecting your question, whether in the frame- 
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work of making the loan to refinance outstanding indebtedness in 
relation to taxes, special assessments, and so forth, on one point; and 
the second point, are you directing your question toward the payment 
of taxes, special assessments, as an advance to the borrower in a cur- 
rent loan situation—or the third point, are you directing your question 
toward the authorization on the part of the Secretary to pay these 
outstanding items in case of acquiring the property or breakdown 
of the loan? 

In which three areas are you interested in directing your question ? 

Mr. Avery. I had not confined my general question, Mr. McIntire, 
to any of the three areas specifically. I was merely addressing my 
question to the committee regarding whether section 51 of the original 
act spells out in detail what authority the Secretary will have. 

Mr. McInriee. May I say this, Mr. Avery, if we read from line 7, 
“such expenditures, where necessary, may be made to protect insured 
loans while the loans are still held by the insured lenders”—and it 
has been my thought that that paragraph refers essentially to the 
advancing of the payments to protect a loan already made, and also 
one which is in the process of liquidation, we might say. 

And this paragraph does not refer particularly to authorizing those 
items to be included in the refinancing of indebtedness when a loan is 
made. That part I think is covered in the previous section of the bill. 

Mr. Avery. Now, do I understand you, Mr. McIutire, to say your 
interpretation of that is, that the Secretary may use proceeds of this 
insurance fund to make current any existing taxes on a refinancing 
project 

Mr. McIntire. Let me put it another way, Mr. Avery. If we have 
an applicant who has applied to the Farmers’ Home Administration 
under the provisions of this bill for a loan to refinance existing indebt- 
edness, then, of course, taxes, all indebtedness relatively, are eligible 
for the refinancing. I do not think there is, at least that is my under- 
standing of it, any doubt about that. 

Mr. Avery. I want to reiterate that I have no particular prejudice 
or reservation on any of these three areas, just so everybody under- 
stands what we are authorizing the Secretary to do. I am trying to 
bring this out for clarification. 

Mr. McIntire. If you would refer to page 1 of the bill, the Secre- 
tary is authorized “to make or insure loans,” et cetera, “for the pur- 
pose of refinancing,” et cetera, “all or part of the existing debts of 
the applicant, whether unsecured or secured by real or personal 
property, and for farm operating and subsistence expenses in connec- 
tion therewith.” 

I think that this section that you refer to applies more as a provision 
for handling the loan after it has been made than in the initial limita- 
tions for which purposes the loan could be made. 

Mr. Avery. I agree with you, Mr. McIntire. However, as I read 
the language of the bill, this particular section is dealing strictly with 
the proceeds of the 1 percent imsurance fund that is collectible on 
processing the loans. 

Now, we are talking about the disbursement of those insurance funds. 
And that is what posed the question in my mind, that the Secretary may 
utilize the funds, and then we come down to the point, when may he 
do it, or must he do it? And that is why I thought or I was asking 
whether section 51 of the original bill spelled out that authority in 
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enough detail so we were all agreed and the authority was definitely 
set for the Secretary under the proposed amendments. 

I will rest that matter in the good judgment of the committee. I 
have implicit faith in their judgment and will abide by any recom- 
mendations they make. 

I am just raising that question, that if there is not full explanation 
and clarification under section 51 of the or iginal act, perhaps this 
should be amended up here so as to spell it out in detail. 

I think, Mr. Chairman, I have no further information to offer to 
the committee. If there are any questions, of course, I would be happy 
to answer them to the best of my ability. 

Mr. Poace. I would like to ask you, as I have asked several others, 
to give us a little further information on why you think we should 
extend the period of these loans from 7 to 10 years. 

Mr. Avery. Well, I am assuming, as ranking majority member on 
the committee, Mr. Poage, you are familiar with a rather unfavorable 
economic position in agriculture, especially in the areas that have 
been infested by drought for approximately 4 continuous years. 

Mr. Poace. | live im an area that has not had normal rainfall for 9 
successive years. That is not the point I am raising. I am raising the 
point as to whether you actually a a man by continuing to extend 
his indebtedness and never bringing things to a head. Whether it 
isn’t a greater help for a man sometimes to wipe the slate clean and 
let him make a new start. 

Mr. Avery. To cut him off? 

Mr. Poage. Yes. 

Mr. Avery. I would certainly agree with you, Mr. Chairman, were 
not the other restrictive qualifications in the act. I refer to page 3, 
to the proviso, beginning on line 17. I think that is the justification 
for the extension of the repayable contract, where it says that. I will 
not read it. You can probably read it better personally, 

Tf it were not for that proviso in there I think I would be inclined 
to agree ; you just cannot do that. 

Mr. Poace. You are not agreeing or disagreeing with me. I am 
just asking you a question, because I do not know. I am just trying 
to clarify my thinking on the matter. 

Mr. Avery. Well, may I repeat then for the record, were not the 

restriction placed on making these loans and extensions that do 
appear on page 3 of H. R. 7831, I question whether in the long run 
you would be doing a service to the borrower merely to extend his 
indebtedness over a longer period of years. 

However, with the proviso in there that states that if he is not a 
good credit risk and that his application for a loan exceed the fair 
and reasonable market value of whatever chattels and other property 
he has, why he is not entitled to the loan. 

And in that particular category of applicants we are dealing with 
marginal operators in most cases, in my opinion. And in view of 
those restrictions in there governing the granting of the original appli- 
cation, I feel that we would not be doing a disservice to extend the re- 
pay able period for 10 years. 

Mr. Dixon. It is the gentleman’s idea that this assistance would be 
given as temporary aid to farmers whom the bill describes as being 
solvent ? 
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Mr. Avery. Doctor Dixon, I am not quite sure as I can agree with 
-you that if would be temporary. After we entered into a 10-year con- 
tract it would tend to be permanent, for 10 years. 

Mr. Drxon. This would extend it for 3 more years ? 

Mr. Avery. This would extend it for 3 years. So it would be per- 
manent to the extent of the contract. After the applicant and the 
Department had entered into a repayment contract, why it would 
be permanent for that time, and so far as legislatively permanent is 
concerned, it would be permanent until the act was further amended 
by the Congress. 

Mr. Drxon. To tide him over the 3-year extension, a rather short 
period, in which he is in difficulty ? 

Mr. Avery. I agree with that. And were it not for the drought 
that has existed over wide areas in the Middle West, I am not so sure 
we would be justified in doing that. 

Because of the decline in prices and then to have at the same time a 
severe feed shortage resulting from the drought, I feel that the ex- 
tension of the repayment per iod is justified and without doing a dis- 
service to the applicant. 

Mr. Dixon. Does the gentleman recall in the history of Federal 
financing of people in other situations where the Government has 
come to the rescue of people who were in difficulty temporarily rather 
than permanent difficulty and bailing them out so that they have 
succeeded ¢ 

Mr. Avrry. Well, of course, the whole history of Federal assistance 
to agricultural credit dates back to some emergency when we were try- 
ing to furnish some relief to persons that were temporarilyy distressed. 
Your Production Credit was born in a similar period like this, about 
1933, was it not, Mr. Poage. And the Federal land bank dates a lit- 
tle further, but also it was originally conceived as an emergency credit 
media; dealing with real property, of course, instead of in most coses 
just personal property as these bills would deal with primarily. 

Mr. Dixon. The Government even bailed the banks out, did they 
not, after the bank holiday of the 1930’s and put them on their feet 
and after that they went along fine? 

Mr. Avery. I think that is a fair statement. 

Mr. Drxon. And bailed the building and loan associations out when 
they were in tremendous difficulty, when so much of their paper was 
sour and statutorily bad. And after a few years they paid out very 
well. And is this proposed legislation not based on somewhat the 
same theory ? 

Mr. Avery. I think on the same general premise—I think you are 
right. 

Mr. Poace. Let me ask you two questions. First, I want to know 
whether you confine this to the two disaster areas. The Department 
has determined where the counties are affticted by serious drought. 

Would you confine this extension of time to those? Your bill 
does not. 

Mr. Avery. That is right. 

Mr. Poagr. Would you confine it to those areas where there has 
been a finding that there has been a natural disaster? If disaster is 
the basis on which we are going to place it, should we not have some 
criteria as to what a disaster is? 
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Mr. Avery. I think that might be feasible. I am wondering from 
the administrative standpoint whether it would be good government in 
the long run to confine it to disaster areas. 

Mr. Poaaer. If that is the reason for making the loan, then it ought 
not to be made somewhere else, should it? But you have just said 
that is the reason for making this extension, because of this long 
drought. 

I can agree with you that if it is in an area where a man has not 
been able to do anything about it and his conditions are unquestion- 
ably the result of nature, then that there is justification for going much 
further than where his trouble is manmade. 

Should we go to an area which the Lord has smiled on and say, 
“Because of some manmade problems, we are going to extend you for 
10 years?” 

Mr. Avery. Mr. Chairman, may I answer you in this way: My per- 
sonal interest in these proposed extensions of agricultural credit was 
predicated primarily because of the drought. i won’t go so far as 
to go on record as saying that every other area should be precluded. 

No. 1, I am not personally familiar with how big an area is in 
the disaster area as set up by the Department of Agriculture. I know 
in my own State, but I do not know except in a general sort of way 
out of my own State. 

I think that should come under the prerogative of the committee 
where you have the whole agricultural area represented. From 
Kansas’ standpoint, drought is the reason for my personal interest in 


the bill. But, at the same time, I would not want to say that it should 
be prerinied from qrecyonay else. 
wil 


ut I will say this: go along with whatever recommendation 
the committee makes in that connection. 

Mr. Poace. I am trying to find out if this is predicated upon 
drought disaster. If it is so we ought to say so. If it is not, we ought 
not to use that as the basis on which we say we ought to extend this. 

Everyone that comes up here says what you said. You are no excep- 
tion. He tells us the reason for doing this is because we have had 
drought conditions, we have had emergency conditions over the coun- 
try, and because of the emergency we ought to extend relief. 

Allright. Iwill buy that one. But if that is true, then you ought 
to define what your emergency conditions are and extend it only where 
the emergency exists. 

But again, I do not want to single you out because all of the rest have 
taken the same position you have, the minute that you suggest that, 
each one of them comes back and says, “No, I want to extend it to 
everybody, and I simply want to use these people in the drought area 
as the excuse for extending it to the man in Ohio and the man in 
Kentucky. I want to use this as the excuse for it, but it is not my 
reason. I want it extended to everybody.” 

Which is it; is it an excuse or is it a reason ? 

Mr. Avery. Mr. Chairman, I can only give you my personal reasons 
for that, as I so stated. 

Mr. Poace. I have not understood yet whether you want this be- 
cause of the drought. You say you do want it because of the drought. 

Mr. Avery. From my standpoint—— 

Mr. Poace. Then you tell me you want it for everybody, whether 
they suffered from the drought or not. 
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Mr. Avery. Mr. Chairman, I do not believe I said that. 

Mr. Poage. I beg your pardon then, if you didn’t. Your bill does, 
anyhow. 

Mr. Avery. That is right. I will agree on that. 

What I intended to say was, my personal reason for being inter- 
ested and sponsoring and being a cosponsor of these two bills this morn- 
ing is the drought. 

If nobody has asked for these bills, as I thought I understood you to 
say that everybody has testified, has used the drought as justification 
for their passage—— 

Mr. Poacr. That is right. 

Mr. Avery. If that is the case, I would say the committee would 
certainly be justified in limiting it to drought areas. If nobody else is 
asking for any other inclusion. 

Mr. Poacr. Everybody that comes before us does what you do. 
They say they need it because of the drought. Then I asked, “Will 
you extend it to everybody?” And they say, “Yes.” 

Please do not think that I am just trying to make an example out 
of you. 

Mr. Avery. That is quite all right. 

Mr. Poage. I asked these same questions of John Baker. 

Mr. Avery. I am thoroughly enjoying our discussion, Mr. Chair- 
man, if we are not unduly imposing on the committee. 

Mr. Poage. To me it is a dangerous policy just to continue to extend 
credit without any limit. And I know and you know, and I am sure 
you will agree, that if this drought is still in existence 3 years hence 
you will be right back here and I will be w ith you, asking to extend 
credit on to those people beyond the 10 years’ time. 

Ten years means nothing. You know what we are doing here is 
opening the door to unlimited extension. You will be back in 3 years 
from now if that drought is still on—you will sit right in that witness 
chair and ask us to extend this and I will not blame you for it. 

Mr. Avery. Of course, you overlook, Mr. Chairman, a few tech- 
nicalities that would have to transpire first before I would be eligible 
to sit in this chair. 

Mr. Poage. You are not going to question it on that respect, are you ¢ 

Surely you will not challenge it on that respect. 

Mr. Avery. There is a procedural problem involved in this thing. 
Very frankly, I think your point is well taken, Mr. Chairman. We 
have to be realistic about this. 

And I agree with your statement some few minutes ago and it was 
made here again last Friday, that you are not necessarily doing an 
epee a great favor by extending him unrestricted credit. 

know of individuals, and we all do, that have lived in agricultural 
areas —and have been familiar with them personally—there are per- 
sons who have been worse off with liberal credit than they would have 
been without it. 

Under the terms of the bill, in my own opinion, we are not offering 
unlimited credit. Going from 7 7 years to 10 years seems to me like a 
feasible extension, and it is possible, of course, we might be back ask- 
ing for further extension. 


76064—56——10 
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Of course, I am assuming it is going to rain before 1959, regardless 
of who is eligible to sit in the chairs. 

Mr. Poacr. I knew we had some rain in some parts of Texas and 
your reported snow. That is why I asked whether it rained in 
Kansas. I knew we had a little. 

Mr. Jounson. It was in west Texas, I believe, that was having floods. 

Mr. Drxon. The discussion revolves to some extent around this word 
“normal” on page 3, paragraph 3. You say that you had not had a 
normal year in 9 years of precipitation. I have a farmer who told me 
that we have not had a normal year of precipitation in 40 years in his 
district. 

It revolves around the word “normal.” When drought has settled 
in that long, is it not normal? But this says that it is based on the 
normal earning capacity, and the normal market, et certera. 

If when this loan expired at the end of 10 years, Mr. Avery, the prop- 
erty had not depreciated to the point w here it was worthless, then the 
loan certainly could not be renewed under the law. 

Mr. Avery. Under the law; that is right. 

Mr. Drxon. So you are not opening the door wide open. There is a 
definite restriction there. 

Mr. Avery. I agree with the gentleman from Utah. 

Mr. Poser. Let us see where that is. We are talking about H. R. 
8720. 

Mr. Drxon. Page 3, line 7. 

Mr. Poacr. He hastwobills. H. R.8720says: 

The term of any loan under this section, including any renewal or extension 
thereof, shall not exceed 10 years from the date. 
which simply allows the extensions to be made. 

Mr. Avery. They would all be made, Mr. Chairman, would they not, 
under the original authority of the act. And so ali sections would 
apply. 

Mr. Poace. At the time they were originally made they would un- 
questionably have to comply with this. But what is there about re- 
newals that requires them at the time of renewal for this security to be 
that way. 

Mr. Avery. Would that not come under the purview of the com- 
panion bill, H. R. 8721,0n page 3% That is where he was referring to, 
the gentleman from Utah. Beginning on line 17, especially in line 19. 
I think that would preclude a renewal on that basis if the applicant’s 
equity in the chattels involved did not justify renewal. 

As I see it, Mr. Chairman, these two bills, although I introduced 
them as two, they refer back to the same act, and all provisions would 
be predicated on other provisions of the act or other amendments 
proposed. 

Mr. Poage. I think that is right. If it does this, I have not under- 
stood that it did, then frankly I want to liberalize it, because the man 
that needs the extension of the loan is the man who has suffered enough, 
that has lost to where he cannot make another loan, that is the fellow 
that needs the extension of the loan if it will be of any help to him. 

If he has a good loan, if he has still got adequate security to 
justify a bank loan, then he is not really the man that is in bad shape 
but the man who has had his equity w ped out, it is the man who may 
owe a little land indebtedness, but probably owes the money on live- 
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stock and bought the cows for $225, and they are worth less than $100 
now. 

Mr. Avery. Mr. Chairman, it would have to be pretty thin to be 
worth less than $100. 

Mr. Poace. All of the cows in my part of the country are awfully 
thin; not just thin, you can pretty near see shadows through them. 

Mr. Avery. Iam very sorry to have that information, Mr. Chairman. 
In Kansas, even in view of the drought, I think our cows are mostly, 
unless they are shells, they are canners and cutters; I think they w ould 
fall within the 12-, 1 3-cent bracket. 

I know two of them that did, anyhow, about 2 weeks ago. 

Mr. Dixon. If you look at the title here. Mr. Chairman, “To amend 
the Bankhead-Jones Farm Tenant Act”—that is the title of H. R. 8721, 
“to authorize the Secretary to make or insure loans”—I think that 
would refer to making and insuring all loans, not any particular loans, 
and that would, in my opinion, tie into this section 61, article 3, page 3, 
where it places the restrictions on how much the Secretary can lend. 

Mr. Avery. Well, Mr. Chairman, I agree with the gentleman from 
Utah again. As I see this, those of us who have had experience with 
commercial financing—and very few of us that have farmed but what 
have had some experience—you cannot get a 100-percent loan—rarely 
can you—on any investment or any ch: ittels that you might have. 

That was my ‘interpretation of the bill, that this would ‘authorize the 
Secretary to extend credit up to 100 percent of the value of the chattels 
or other holdings of the applicant. 

Mr. Poacr. But then you would understand that if the security had 
so depreciated in value, and regardless of what figures you place on 
cows, they have depreciated tremendously in value—you would go on 
the assumption that if the security had depreciated in value to such 
an extent that it was not adequate for the renewal of the loan, that you 
would not make the renewal ? 

Mr. Avery. Why, I do not think so, Mr. Chairman, because we are 
getting back into the same category we discussed a few minutes 

sarlier. I do not know if it deprecisted to the point where the appli- 

‘ant has no equity at all left in the chattels, t question very much 
whether we are doing him any service to extend credit to him. 

I think we are getting into that very class of applicants that you 
were so well describing a few minutes ago. 

Mr. Dixon. Under the law then there would be no course for the 
Secretary to take but to institute foreclosure proceedings ? 

Mr. Poacr. That is correct. The difference is that in the present 
law he would have to do it at the end of 7 years. Under this amend- 
ment he would have to do it at the end of 10. 

Mr. Drxon. That is right. 

Mr. McInttre. Dr. Dixon has been referring to this section. That 
section in itself does not involve the renewal of Farmers’ Home Ad- 
ministration notes, does it ? 

Mr. Poa. I did not think so. 

Mr. McIntire. This involves only the making and insuring of 
loans. 

Mr. Poace. I think that is correct. 

Mr. Drxon. I am wondering if when you renew a loan you do not 
make a loan. 
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Mr. McIntire. No. 

Mr. Poace. No, that is a different thing. 

Mr. Drxon. If that is the case, we had better doctor up Mr, Avery’s 
bill to say what we want. 

Mr. Avery. Mr. Chairman, I beg to disagree because it refers under 
the title, and the title is title V, which is the broad provision for 
the refinancing, consolidating, and renewing. 

Mr. Poace. Title V is a brandnew title. It is not in the present 
aw. 

Mr. Avery. That is quite correct, Mr. Chairman. That is what 
we are adding, title V. 

Mr. Poace. That is right. So all you are doing is that you are 
saying under the authority of this title. Then you cannot be referring 
back to something that is in the present law. 

Mr. Avery. No, because we are referring to refinancing and re- 
newing in title V, so the same restrictions would apply in section 
61 that apply right back to title V, as it so states in line 7. 

Mr. Poaeer. Section 61 is part of title V, yes. It is part of it. 

Mr. McIntme. Then it is your understanding, Mr. Tews, that this 
word “renewing” here applies to existing indebtedness to the Farmers’ 
Home Administration ? 

Mr. Avery. That would seem to be the only conclusion I could come 
to because that is the section we are adding. It says in line 6 in 
providing for the making or insuring of loans under the title, which 
in my mind would apply immediately back to title V. 

Mr. Drxon. It seats to the refinancing. 

Mr. Avery. Yes. 

Mr. Poage. Your bill, H. R. 8720, relates to section 21. No refer- 
ence in one bill to the other. 

Mr. Avery. Mr. Chairman, we refer back—every title in every 
statute would be applicable, would it not? 

Mr. Poacs. Except that all that H. R. 8720 refers to is subsections 
(c) and (d) of 21 of the Bankhead-Jones Farm Tenant Act, as 
amended. 

Mr. Avery. Is not the whole Bankhead-Jones Farm Tenant Act, 
all provisions applicable—would they not be to the processing of these 
loans? You could not just pick out one section, in my opinion, and 
say, “Well, this is the one that suits, so we will not pay any attention 
to the rest of the sections.” All sections would have to apply in the 

rocess. 
t Mr. Poacr. The loans in section 21 are not the same loans referred 
to in section 61 or title V. They are a different set of loans, There 
are about half a dozen different kinds of loans that are authorized 
under the Bankhead-Jones Act. 

You are providing for the extension of one type of loan. 

Mr. McIntire. Production and subsistence ? 

Mr. Poace. That is right. 

Now, you say, however, that the extension of those loans must be 
controlled by these regulations you put in over here, under title V. 

Mr. Dixon. Could we not eliminate any doubt by changing on page 
8, line 6, section 61, and providing for the making, insuring, soft put 
“or refinancing” of loans under the title in there? 

Mr. Poacr. I think you have to write a good deal more in there than 
merely that. That, of course, the committee will try todo. What we 
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are trying to do now is, of course, to hear the views of the witnesses 
as to what should be done, and then we will try to write language 
here when we come to that. 

Mr. Avery. Mr. Chairman, I would like to give this matter some 
more study. I am sorry I have to disagree with our distinguished 
chairman in the fact that every title is ‘describing a different loan, 
I thought we were describing an entire program here under the Bank- 
head-Jones Farm Tenant Act t, and that all these different titles are 
different steps and different qualifications on the processing of the 
applications. 

Mr. McIntire. I would like to make one point there, Mr. Chairman. 

We have the Bankhead-Jones Farm Tenant Act which provides, as 
the chairman has s: ud, a number of differ ent loans, but it is my under- 
standing, Mr. : 8721—and there are many 
other bills Wiilch, are ‘tal ‘dents al but which have somewhat the same 
objective in bringing in a new title V called “Direct and insured 
financing loans”—is an entirely new authority under the Bankhead- 
Jones Act. 

Mr. Avery. Yes. 

Mr. McInrire. And I think that the act is so segregated into its 
respective titles to provide for rather independent functions in various 
areas of agricultural lending, that the provisions of each apply to the 
loan prov ided in the title, and that we would have to so mark up a bill 
to make sure that it carried from one title to the other. 

And then we would have to amend the bill by its separate titles 
in the appropriate place and not by a cross reference. 

Mr. Avery. I think we would have to amend it title by title in 
order to get the function into the respective titles which is the intent. 
So in title V, I am quite sure it would have to be amended, titles IT, 
IIT, IV, or whatever appropriate title it was. 

Mr. McInttre. In order to get the service that you want to be 
applied to that title? 

Mr. Avery. Well, I certainly would concur with you in the final 
analy sis of what you said if that is the case. I would agree with you. 
The other titles should be amended to place the same authority or 
the same restrictions as the case may be as to the general subject 
matter of our discussion here this morning. I was not of that opinion, 

Of course, I am willing to accept the sound advice of my senior 
colleagues in that partic ular r respect. 

Mr. McIntire. Thank you, but you better check it yourself. 
[ Laughter. ] 

There is just one other question, Mr. Avery. There is an aspect 
of this legislation which I think justifies our serious concern. We 
are going in a direction here of which I think we all want to be per- 
fect ly aware. I am not saying it is not the direction in which we 
should go. 

Back in the days when the Federal lank bank system was founded, 
if I recall correctly, the statutory limit on lending was based on 50 
percent of the value of the land and 20 percent of the value of the 
insurable improvements, meaning the sound buildings. 

And the loan could not exceed 50 percent of the normal agricul- 
tural value of the farm. That was not in the original bill but ‘it was 
in the subsequent bases for lending. 
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Then we came in with the land bank commissioner loan in the early 
1930’s. We didn’t change the bases of the land bank statutory limits 
in lending. In effect, we put on top of the land bank loan the land 
bank commissioner loan, which was a straight Government loan, and 
the land bank acted as the agent for administrative purposes. 

With that loan you could take whatever bases the loan arrived at 
by this formula of 50 percent of land and 20 percent of improvements, 
and in my country that generally hit around 40 percent. 

Then you could take a land bank commissioner loan, in a junior 
lien position, and go from the 40 percent up to 75 percent. And it 
was required in those days that the man’s indebtedness had to be ad- 
justed to the 75 percent; in other words, you built in a 25-percent 
equity in that real estate, because you could not close the loan unless 
all of the creditors had adjusted their indebtedness down to be liqui- 
dated out at that loan which was the maximum of 75 percent. That 
was involving the real estate only. 

Mr. Avery. That is right. 

Mr. McIntire. There was no requirement as to the equity in the 
personal property or anything of that sort. It was entirely a real- 
estate loan. 

Mr. Jounson, May I interrupt at that point? I worked on that 
liquidation work with the Wisconsin Farm Credit Administration, 
Maybe at a later date. That was in 1936. 

We went ahead and got a PCA loan on top of the land bank loan 
and the commissioner loan and then with the PCA loan then we went 
out and settled all of the man’s indebtedness. 

Mr. McIntire. In using the personal property as collateral there 
was no restriction on doing that at that time. You did it that way. 

The point I am coming to is this, Mr. Avery, in those days Con- 
gress certainly subscribed to the theory that a sound loan required 
some equity on the part of the borrower in his real estate. We will 
hold it to real estate. 

Now, we come along with this legislation and for all practical pur- 
poses we are closing the one remaining gap in the complete circle 
of agricultural credit provided through the facilities of the Farmers’ 
Home Administration. 

We are not stopping at any percentage of the value of the property. 
We are authorizing the lending of moneys equivalent to 100 percent 
of the value of the property, the real estate. 

And in other provisions of existing legislation, we could lend up to 
100 percent of the value of the personal property. I am just wonder- 
ing what your thought is as to whether or not this direction in which 
we are going is in the best interest of the farmer whom we are seek- 
ing to serve. 

Mr. Avery. I wish I had spent last night studying all of the provi- 
sions of the Bankhead-Jones Farm Tenant Act. 

Mr. McIntire. We are doing this in some provisions of the Bank- 
head-Jones Act already. 

Mr. Avery. That is the pomt. I wanted to make. In these two par- 
ticular bills it did not seem to me that we were lessening the equity 
for approving an application over the existing law because all we are 
doing is changing the time limit and extending authority for refinanc- 


ing. 
Mr. McIntire. That is right. 
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Mr. Avery. Where, in existing law, the Department had the au- 
thority to lend under Farmers’ Home Administration up to 100 per- 
cent of the value of the chattels. 

Mr. McIntire. And real estate ? 

Mr. Avery. And real estate. 

Mr. McIntire. Providing it is a purchase of additional land or the 
remodeling of facilities or something of that sort. And all we are doing 
is just closing the gap on the one point of refinancing existing in- 
cebtedness. 

Mr. Avery. You mean we are opining the gap. That is, we are 
opening—we are creating authority for a source of financing that had 
not hitherto existed. 

Mr. McIntire. I have raised this question with some of the Depart- 
ment folks and their argument is that, in their appraising of these 
properties for loans, the values which they are setting are below the 
current market values, so that you do have an equity in there. 

Mr. Avery. Some equity there; yes. 

Mr. McIntire. But the thing that is bothering me is, how far can 
we go and still remain constructive in lending é 

Certainly, we can’t go any further than these bills go. 

Mr. Avery. No. 

Mr. McIntire. Except that it is just as natural as can be that, as 
you go out and appraise these properties, this bill in theoretical] 
equity—w hich can be shown statistically right now—is not protected 
in the legislation at all. That is just a matter of somebody’s opinion. 

Mr. Avery. Of administration. 

Mr. McIntire. And change of land values can wipe out that equity. 
Of course, it always can. 

But I am wondering if we are really as sound as we would like to 
be, in going this far w ith this type of lendnig. 

Mr. Avery. Well, Mr. McIntire, for the extent of authority in 
either one of these bills, it does not seem to me that we are in any w ay 
changing the equity requirements that exist in present law or as it 1s 
being administered. 

Mr. McIntire. In some certain areas of lending, that is right. 

Mr. Avery. That is these two bills. When you get into the overall! 
philosophical approach to farm credit, certainly, | I should say this, 
that we should not increase beyond 100 percent of the equity that the 
applicant might have in either real estate or chattels. I would not 
favor that. 

However, at this particular time, anyhow, I do not feel that we 
should in any way decrease the authority that is existing. 

Mr. McIntire. You see what is worrying me is this, Mr. Avery: 
We go out here as a lender and loan a fellow $5,000 on the farm. And 
the farm is worth, let us say, $7,000. It makes no difference whether 
you are a private-lending or Government-lending agency, you have a 
responsibility on the soundness of your program. 

Mr. Avery. That is right. 

Mr. Mcintire. You have to show that you have done it well. 

Mr. Avery. That is right. 

Mr. McInrire. At least, that is the public responsibility as well as 
the private responsibility. 

Mr. Avery. Yes. 
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Mr. McIntire. And so you go out there and loan $5,000 on a $7,000 
farm. We are all familiar with the ups and downs of farming. 
There are times when you need a little bit of tolerance on the collec- 
tion program. 

Well, if you have a little equity here you can advance a year’s 
taxes, or you can extend the interest, and you still have room in which 
to work. 

So you loan that man $7,000. Now, the taxes in this country vary an 
awful lot, and in my part of the country, at this time, they are prob- 
ably pretty close—the real-estate taxes—to 10 percent of the market 
value of the farm. 

So when you come along here and loan a man $7,000 on a $7,000 
farm, and if in the next 2 years you just cannot quite get him to pay 
his own taxes, then under the law of the State oui to protect your 
lien or lose it. He defaults on 2 years’ taxes, which is not a long time 
to work with anybody in working out an indebtedness problem—— 

Mr. Avery. That is correct. 

Mr. McInTrme. And you have just got another thousand dollars 
invested in taxes advanced, and you have no room in which to work. 
The whole collection program on any credit vehicle with which I am 
familiar has been predicated on equities with which to work. 

If you cannot extend the time and be secured by equity, how will you 
give this man a reasonable time to work out of his difficulty after you 
have effected partnership with him? That is what worries me, be- 

cause with 100 percent loans, it looks to me, the minute the payment 
of interest is due you are in ‘trouble. 

Mr. Avery. I do not believe I think we are all in agreement with 
your general premise there. You were not directing any particular 
question to me; were you ? 

Mr. McIntire. No, no. 

Mr. Avery. I think your analysis is basically sound but I want to 
repeat that as I interpr et these bills, we are not in any way amending 
the equity that is required to justify a loan. We are going under the 
present statute in that particular case, and also under the present ad- 
ministrative policies. 

Mr. McIntire. That is right. 

Mr. Jonson. May I ask a question? If you agree with Mr. Mc- 
Intire’s theory, that you think by 100 percent loans we are getting into 
a serious situation, what will happen when we start taking part of 
next year’s income and give it to the farmer and mortgage the income 
from the year before ? 

Mr. Avery. Iam not sure that I understand your question. 

Mr. Jounson. We are talking about taking all of his assets. If we 
go ahead and take income that he should get next year and give it to 
him this year, to help him out, what will happen when next year comes 
around ? 

Mr. Avery. Well, of course, my understanding under the present 
law, there is not any authority. 

Mr. Jounson. We are proposing to do that—we had that up in the 
committee yesterday. 





Mr. Avery. Are you inferring 

Mr. Jounson. I am referring to the advance payments on soil 
bank. 

Mr. Avery. That is a bill? 
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Mr. Jounson. That is taking next year’s income and giving it to 
him this year and borrowing from the coming year. That is even 
worse than 100 percent loans. 

Mr. Avery. Am I interpreting your remarks, there is a bill com- 
ing out of the Agricultural Committee recommended to the Congress 
for passage that will give the Secretary of Agriculture authority to do 
that? 

Mr. Jounson. I think the gentleman will be asked to vote on the 
amendment on the floor. 

Mr. Avery. There is no bill out of the Agricultural Committee ? 

Mr. JoHnson. One was proposed but voted down, but will be offered 
on the floor. 

Mr. Avery. It is pretty hard to talk about proposals. As you well 
know, we get many proposals in committees. 

Mr. JoHNnson. Do you think in—— 

Mr. Avery. I would like to see the detailed provisions of the pro- 
posals. It is pretty hard to discuss a theoretical proposition here 
without knowing it. 

Mr. Jounson. I am a little further away from the subject. 

But as to the line of reasoning that Mr. McIntire was carrying out 
here, while you were gone, Mr. Poage, it seemed to me that it was try- 
ing to give the farmer next year’s income to help him out this year— 
and that is worse yet. 

Mr. Poager. I did not hear the arguments. I know there is no 
election next year. I think that is the answer. 

Mr. Avery. I have consumed, Mr. Chairman, 1 hour of the commit- 
tee’s time, and I had told very firmly to your very able staff member 
I would only want about 5 minutes’ time. 

I will be very happy to discuss this matter in more detail at some 
other time. 

Mr. Poage. We thank you very much. 

Mr. Avery. Thank you, Mr. Chairman, and members of the com- 
mittee, for your time. 

Mr. Poacr. Mr. Baker has been discussing this matter, and we 
will be glad to have you continue to discuss it, Mr. Baker. 


STATEMENT OF JOHN A. BAKER, COORDINATOR OF LEGISLATIVE 
SERVICES, NATIONAL FARMERS UNION 


Mr. Baker. Mr. Chairman and members of the committee, we ap- 
preciate your cooperation and courtesy in extending these hearings 
to give us an opportunity to present our full statement in our own 

ray. 

Pocwatins I want to thank you for your patience and help to me 
in presenting my testimony on Thursday of last week. Thanks to 
your suggestions and questions, I am in much better shape today 
to be helpful to you in a detailed way respecting improvements that 
should be made in the bills now under consideration by your 
subcommittee. 

The farm-credit crisis is growing. 

At last week’s hearing I briefly described what we believe to be a 
developing farm-credit crisis out in the country. I suggested that 
we are in another of those eras that have come twice in the past 50 
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years when the Nation will and must make a major reform in its 
farm-credit policy. 

Growing awareness in the period 1908-14 of the basic disadvantage 
of farmers in the Nation’s money and capital markets led to the estab- 
lishment of the Federal land-bank system. 

Later, the total failure of the existing farm-credit institution to 
cope with the 1921-33 farm depression led to the complete reform 
and improvement of national farm-credit policy and institutions in 
1933-34. 

We now need a new concept of yardstick farm credit. 

Now, in 1956, we seem to be in the middle of another era of broad- 
ening farm-credit concepts, an awareness brought on by the apparent 
inability of existing institutions and policies to cope w ith the problems 
of the growing farm depression and recurrent droughts, duststorms, 
floods, and falling farm income. 

[ told you last "Thursday that National Farmers Union urges your 
subcommittee to draft a comprehensive yardstick farm- credit’ bill 
incorporating the good features of the bills that have been referred 
to your subcommittee, adding to them the provisions of the Patman 
family-farm development bill which has been referred to before your 
subcommittee, and expanding and extending the excellent features 
of existing Federal yardstick family-farm credit laws. 

I stated last week, and I say again, we have only praise for those 
who have taken the initiative in introducing and promoting the bills 
before your subcommittee even though we are not able to give them a 
flat endorsement. 

But we are not opposed to them. We think they are striking at a 
very real and important problem out on the farms of Americ: 

In my statement which follows, I shall suggest in detail the pro- 
visions our National Farmers Union family farm credit commission 
working party feels should be included in a comprehensive bill, and 
will cross-index my recommendations, as suggested by members of 
your subcommittee, showing the recommended changes in existing 
law and improving amendments in the various bills before your 
subcommittee. 

With permission of the committee, I would like to submit for the 
record a copy of Mr. Patton’s recommendation establishing the com- 
mission. It states the purposes that this commission is supposed to 
work for, one of which is to draft legislation in 1956 to amend present 
laws to make farm credit more nearly adequate, and lists the members 
of the commission which he established. 

Mr. Poaer. Waita minute. You are not inserting that bill, are you? 

Mr. Baker. No, sir; it is not a bill. It is the memorandum by the 
president of the National Farmers Union, establishing this National 
Farmers Union commission. 

Mr. Poacr. Without objection, that will be done. 


(The memorandum is as follows:) 
APRIL 27, 1956. 


PRESIDENT’S MEMORANDUM No. 18—NATIONAL FARMERS UNION COMMISSION ON 
FAMILY FARM CREDIT 


This is to announce the establishment of a National Farmers Union commission 
on family farm credit. The following will be members of the commission : Chair- 
man, James G. Patton; vice chairman, Glenn J. Talbott; secretary, Floyd F. 
Higbee ; economist, John A. Baker; members, 1. James E. Wells, 2. John Vance, 











MISCELLANEOUS CREDIT 149 


3. Harvey R. Solberg, 4. Edwin Christianson, 5, Alex Dickie; consultants, 
Charles F, Brannan, Charles Murphy, Leon H. Keyserling, M. W. Thatcher. 
Purposes of the commission : 
1. To draft legislation in 1956 to amend present laws to make farm credit 
more adequate. 
2. To survey and analyze credit needs of family farmers and rural small 
business. 
To make recommendations to National Farmers Union for action in 
the legislative field and for future planning and surveys. 

The above-named members are hereby appointed. It is hoped that they will 
attend as many meetings of the commission as possible. The number of meetings 
will be limited as much as possible. In order to make the work of the commission 
effective, a working party has been established made up of the following people: 
James G. Patton, James E. Wells, Floyd F. Higbee, and John A. Baker. 

Sincerely, 
JAMES G. Parron, President. 


URGES COMPREHENSIVE APPROACH 


Mr. Baker. Altogether, a total of 27 bills have been referred to 
your subcommittee and a 28th, Mr. Wright Patman’s H. R. 4300 family 
farm development bill has been refer red to before your subcommittee. 

May I also invite your attention to H. R. 2174, 2410, and 3784, 
introduced by Congressmen Polk, Johnson, and Congresswoman 
Knutson, members of the Agric ulture Committee, which provide for 
loans for beginning farmers and farm enlargement and improvement 
loans, 

We have carefully studied all of these bills and find a very great deal 
of merit in all of them. We hope that in your deliberations you will 
include the Patman, Johnson, Polk, and Knutson bills as well as the 
27 bills that you now have before you. 


EXISTING LAW 


Existing legislation covering direct and insured general farm credit 
loans, a complete compilation of which I have hi unded to each member 
of the subcommittee, is incorporated mainly in the Bankhead-Jones 
Farm Tenant Act as amended; the Water Facilities Act, as amended; 
Public Law 38 (Emergene Loans), as amended; and Public Law 727 
(Emergency Credit), as amended. 


BILLS BEFORE SUBCOMMITTEE 


The 27 bills before your subcommitee are of 6 types: 

(1) One group, of which H. R. 8686 by Congr essman Hope is an 
example, adds a new title V to the Bankhead- Jones Farm Tenant Act 
to provide for economic emergency direct and seieaeh loans for 
refinancing. 

(2) The group of which H. R. 8688 by Congressman Hope is an 
example, would extend the repayment period for Farmers Home Ad- 
ministration production and subsistence loans from 7 to 10 years. 
(One bill in this group, H. R. 8834, would make the period 11 years.) 

(3) The Magnuson bill, H. R. 9788, would raise the maximum re- 
payment period on title II production and subsistence loans to 12 
years and raise limitation in size of loans and indebtedness from $7,000 
to $12,000 for initial loans and from $10,000 to $25,000 for outstanding 
indebtedness. 

(4) One group of bills, H. R. 10303, would extend the operation 
of the Emergency Credit Act of August 31, 1954, to 1959. 


a 
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(5) H. R. 6160 combines the features of the H. R. 10303 bill and 
Mr. Hope’s H. R. 8686. 

(6) H. R. 9848 covers all of the territory of the other bills, but 
changes their provisions; and in addition, covers considerably more 
territory. 

In addition, H. R. 4800 provides for what could be a new title V 
to the Bankhead-Jones Farm Tenant Act establishing a crash program 
to eliminate farm and rural poverty in America. 


RECOMMENDED AMENDMENTS TO WATER FACILITIES SOIL CONSERVATION 
LOAN ACT 


So much for the preliminaries. 

None of the bills before your subcommittee provides for needed 
improvements in the Water Facilities and Soil Conservation Loan Act 
of August 28, 1937, as amended (16 U.S. C. 290 r-x). 

That is on page 37 of the compilation. 

This act begins on page 35 of the compilation I have laid before 
you. 

(The compilation will be found in the files of the subcommittee. ) 

Mr. Baxer. This act has provided very much needed loan facilities 
during its nearly 10 years of operations. Its scope has been broadened 
to cover the entire United States. It authorizes the Secretary of Agri- 
culture to make direct and insured loans to farmers and stockmen 
and reclamation, irrigation, and grazing associations for soil- and 
water-resource improvement and conservation purposes. 

However, with increased costs of such measures, the loan limitations 
have gotten out of date. We recommend raising the limitation on in- 
debtedness of drainage, irrigation, and grazing associations and other 
corporations and agencies, as provided in section 8 (p. 36) from 
$250,000 to $1 million. 

We also urge that the maximum rate of interest chargeable under 
this program be set at 3 percent per annum. If this should require 
Federal subsidy in a period of a general “hard-money” policy, we feel 
the difference is justified both by the generally deflated condition of 
the farm economy and by the general public welfare benefits derived 
from increased soil and water conservation on the farms of the Nation. 


RECOMMENDED AMENDMENTS TO DISASTER LOAN ACT OF 1949, AS AMENDED 


Public Law 38 of the 8ist Congress, as amended, begins on page 35 
of the compilation. This is the act of April 6, 1949, as amended (12 
U. S. C. 1148a). This act makes provision for 3 percent interest 
production disaster, economic disaster, and special livestock loans. 

H. R. 6160 would terminate special] livestock loans on July 14, 1957, 
as provided in existing law, but would eliminate the termination date 
of July 14, 1959, as the date beyond which supplemental loans could 
be advanced to those who had gotten such loans prior to July 14, 1957. 

We recommend striking out both termination dates so the programs 
can be continued, where needed, beyond July 14, 1957. We continue to 
urge removal of the words “for $2,500 or more” from the language of 
the act (that is on the bottom of page 39, under “special livestock 
loans”), since this provision was repealed by Congress in Public Law 
175 within a month of its original passage. 
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But the words “for $2,500” still continue in the law, although there 
is a footnote in the compilation saying it does not apply any more. 
So just why not mark the words out, so it will not be bothering folks. 

We find the idea of a minimum loan as repugnant now as did the 
Congress in 1953. This language should be cleared up in the bill 
your subcommittee prepares. 

We also urge the following amendments to this act which are not 
provided by any of the bills now before your subcommittee. 

Provision should be made in subsection 2 (c), page 39 of the com- 
pilation, to authorize the expenditure of the proceeds of these special 
livestock loans to repay existing indebtedness, where required. I 
understand from the legislative history that refinancing loans is not 
possible, under the special livestock section, subsection (c), and that 
either because of legislative history or administrative Dee ation 
AY Ay is not permissible under economic disaster loans, subsec- 

tion (b) on page 39. 

The repay ment period should be made 10 years instead of 3. That 
refers to livestock loans. The existing congressional limitation of not 
more than 3 percent per annum interest on these special livestock loans 
should be made explicit in the langgage of subsection 2 (c), as it is 
in subsections 2 (a) and 2 (b). This would mean deletion of the 
fourth and fifth sentences of this subsection, subsection c. 


RECOMMENDED AMENDMENTS TO EMERGENCY LOAN ACT OF AUGUST 13, 
1954 


Turn to page 42 of the compilation. This is the Emergency Loan 
Act of August 31, 1954. H. R. 6160 would terminate this act on July 
14, 1957, which is a 14-day extension for initial loans and an indefinite 
extension for making supplemental loans. H. R. 10303 and 10287 
would extend operation of the program to June 30, 1959. 

We recommend the following amendments to this act : 

1. Remove the prohibition against the refinancing of existing in- 
debtedness in section 1. 

Eliminate the termination date in section 1 and thus establish 
a permanent authorization for the program. 

3. Eliminate the requirement for proclamation of emergency area 
in section 1. 

4, Eliminate the size of loan limitation in section 2. 

Eliminate the limitation on amount of total indebtedness in sec- 
tion 2. 

In our considered judgment, there are a great many individual emer- 
gency situations outside of areas of widespread emergency. More- 
over, when a fully adequate family farmer is in an emergency situa- 
tion a loan no larger than $15,000 is often not enough to get him out 
of his trouble and enable him to get into a position to overcome his 
temporary emergency financial difficulty. 


AMENDMENTS TO BANKHEAD-JONES FARM TENANT ACT, AS AMENDED 


Suggested extension and expansion of the Bankhead-Jones Farm 
Tenant Act, as amended (p. 11 of the compilation) consist. of sug- 
gested additional titles, and suggested amendments to titles I, IT, 


and IV. 
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RECOMMENDED FAMILY FARM DEVELOPMENT ACT 


A crash program to eliminate farm and rural poverty in the United 
States is provided for in H. R. 4300 by Mr. Wright Patman in the 
bill I have previously referred to before this committee. 

We strongly urge that Mr. Patman’s bill, in its entirety, be included 
in the bill to be reported by your subcommittee as a new title to the 
Bankhead-Jones Farm Tenant Act. By referring to the printed bill, 
I now wish to invite your attention to its major provisions. 

And I will do that very briefly, Mr. Chairman. 

Section 2 of Mr. Patman’s bill is “F indings and Policy,” which re- 
fers to the low incomes, poor living standards, and insufficient eco- 
nomic opportunity for efficient employment in their full capacity 
of a large part of the rural population, denies the Nation of the bene- 
fit of greater productivity. 

That the low incomes, not only of the poverty-stricken farm families 
involved, but of the wageworkers, clerical, professional people, and 
community institutions, in the areas of a very high prevalence of 
rural poverty, goes contrary to the national policy as established in 
the Employment Act of 1946. 

Section 3 provides that the resident would determine from time 
to time from official statistics the 500 counties in the United States 
which had the greatest amount of rural poverty, and would apply this 
program from ‘time to time in those 500 counties. 

Section 4 provides that the county committee established by section 
8 (b) of the Soil Conservation and Domestic Allotment Act, demo- 
cratically elected farmer committeemen, would make the determina- 
tions of which families are eligible for loans, for technical advisory 
assistance, which ones needed additional vocational educational as- 
sistance, which ones need to supplement what their farm is able to 
produce with off-farm employment, other findings by that local com- 
mittee, who then make recommendations to the Secretary of Agricul- 
ture through the State committee, and through the State committee 
and the Secretary of Agriculture, to the State agricultural extension 
service, the State employment service, and they solicit and tr y to gear 
into the program the cooperation of local banks, county agric ultural, 
and home management agents, and other local public-spirited folks 
that will help in the total problem of eliminating rural poverty in that 
county. 

Then the Secretary of Agriculture is directed to develop for that 
area, that county, a program which will eliminate poverty on the 
farms. 

The Secretary of Agriculture is authorized in carrying out that 
program to make a long list of different kinds of 4 percent interest 
loans, both on real estate and on operating loans, including forestry 
operations, because many of these 500 counties would be in what 
might be called the farm forest fringe where the forest products are 
a part of the farm-family income, and could be an important source 
of family income. Pgeen 

Mr. Jounson. Are they not trying out a program of that kind in 
some counties in the United States ? 

Mr. Baxer. Not in any broad-scale way at all, not with any special 
authority. They are still extremely short on the funds to carry it 
out. 
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Mr. Jounson. What is the difference between what you are suggest- 
ing and what they are doing / 

Mr. Baker. One gap in the present authority that is provided by 
this bill, for example, and this is just 1 ex ample, ‘Mr. Johnson, to make 
loans up to 50 years of not more than 3 percent interest, to eligible 
applicants, to acquire and manage on a sustained yield basis addi- 
tional forestry cut-over land which has been extremely valuable in 
your district and north of it in Wisconsin, various districts in Minne- 
sota, 

It is an addition to the loan authorities required by the Department 
to eliminate poverty in many of these farm forest fringe counties. 
That is just one example. 

Mr. Drxon. Last. year we passed a measure which would provide 
for special studies by the extension service of 50 pilot counties. 

Mr. Jounson. That is what I was referring to. 

Mr. Dixon. To go into those counties and see what those farmers 
needed, make a financial and economic analysis of the situation. 

I do not believe there is any money appropriated. The authorization 
was passed, but no money was appropriated. 

Mr. Baker. It provided only for a study, Dr. Dixon, and instead 
of an action program to carry it out. It applied only to 50 counties. 
This applies to 500. 

Mr. Drxon. A pilot study as a type, so that when we get the results 
we could pass more remedial legislation. Why do we not follow that 
through? We already have the author ity. 

Mr. Baker. Well, you do not have the authority for these various 
loan authorizations, for example. 

Mr. Dixon. No; but it covers one part of this. 

Mr. Baker. We would like to see, to back up any effort that is now 
being made—and local bankers are making efforts along this line— 
and to back up those efforts that are being made, would be this complete 
crash program. 

It makes no sense for the United States to have around 750 or 1,000 
counties in that condition. 

The State Department sent me around the world a few years ago 
and I stopped in Formosa and found out, Mr. Poage, that the banana 
producers in Formosa had higher net family incomes than 70 percent 
of the farm families in Tennessee and 50 percent of the farm families 
in Arkansas. 

You cannot very well expect the Congressman from one of those 
districts to support foreign-aid appropriations when the banana pro- 
ducers in Formosa are making more money than 70 percent of the 
farm families in his district are : ‘able to do. 

This is a program to get all of the American farmers up at least 
to the economic level of banana producers in Formosa. 

Mr. Poage. Of course, like everybody else, I am in favor of getting 
the economic standards of our farmers up above that of the banana 
farmers of Formosa or Nigeria or other distant points. 

Maybe it is just one of ‘those things that impresses me because of 
its newness or something of that kind, but I just never believed unless 
they have income that you could simply make people loans and in- 
crease their standard of living. You just cannot keep on making 
those loans. 
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As I see it, you have to have the price for the thing that the farmer 
produces. Basically, any program will fall unless you have a fair 
farm price for what he produces, 

Mr. Baker. I could not agree with your statement a bit more. 

Mr. Poage. If you take the figure of prices we have in the veto 
message, any group of farmers will find great difficulty in repaying 
any loan. 

Mr. Baxer. It would be extremely difficult, Mr. Chairman. I 
wanted to help the previous witness answer your question when you 
were pushing him about drought. The real emergency and the reason 
we have to have these refinancing loans right now, the thing that is 

ushing the hardest—of course, drought in some areas is the reason— 
mut the thing that is hurting is because farm prices are down to 65, 
70, and taking everything, the average across the board, only 82 per- 
cent of parity. That is off the top part. That is the part that you 
use for family living. 

Mr. Hix. If you will yield, let me ask you this question: 

Take in eastern Colorado, in my own district, if wheat had been 
$2.50 or $3 a bushel the farmer would still be busted because he didn’t 
have any wheat. So the price of farm products when you have a 
real drought is not all the remedy that is necessary, because we have 
had a 5-year drought. No feed even for the livestock. 

Mr. Baxer. And I am the last person that would urge that you 
solve anybody’s problem by putting them deeper in debt. 

I want to add to that 

Mr. Hux. That is right. 

Mr. Baker (continuing). A few things. 

No. 1, they have to have the price, the income earning possibility 
in their economic environment. That is No. 1. 

No. 2, if through the use of credit, which is what is provided in 
this bill of Mr. Patman’s, they can reorganize their setup, if they can 
get Mr. Poage’s prices, or his return, then they could make a go of 
farming. 

But take the two things, I think, Mr. Poage, and the credit: fits in, 
by facilitating or greasing the wheels of unit reorganization to make 
it possible. 

Mr. Poacr. I agree. 

Mr. Baxer. But any of them won’t be able to make a go at preveto 
prices. 

Mr. Poacr. I agree. No matter how high prices are, if a man can- 
not produce, no matter how high prices are, he cannot enjoy any of 
them, because he will have nothing to sell. 

On the other hand, no matter how much credit he can get, how much 
equipment, how much land he can get, if the prices are not high enough 
to make him a profit, he is just better off not to have that credit because 
he is bound to wind up in debt and insolvent unless he has high enough 
prices to enable him to pay out. 

Mr. Baxer. I might say that same thing, Mr. Chairman, about a 
subject which the chairman has been very closely identified with 
through the years, rural electrification. It does not do you a bit of 
good to have a line coming into your farm for running all of your fine 
machinery and lighting your house and running the washing ma- 
chine, if you cannot pay your electric bill. 
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Mr. Poagr. That is exactly right. Down in my part of the country 
each one of the cooperators are losing 11 or 12 connections every month 
arid losing because of lack of income. 

Mr. Baxer. I want to say a recommended loan program is not a 
substitute for a decent farm-income improvement program. These 
are things that supplement each other, both of which are necessary to 
go along, if you are going to have suce essful family farming. 

Mr. Poaaz. It cannot be a success without the income. You cannot 
repay the loans without the income. 

Mr. Hitz. If you will yield there, there is another very important 
economic situation that comes in and destroys both of the ideas you 
have expressed, that is, if you cannot operate a farm because of eco- 
nomic conditions that are existing, at a profit—and what are those 
conditions—it may be the person himself, and I will give you an 
illustration. 

No matter how good the cows are, talking about dairying—I know 
from personal experience—if I milk them at 5 o'clock one day, 9 
o'clock in the evening the next day, and miss providing sufficient 
water for those cows 9 or 3 times a week, regardless of how good 
they are, then the operation of the economic unit that I have, I do 
not care how much Mr. Poage’s credit I get, I do not care how much 
of a rigid support price you “get, you have a type of farmer here that 
comes in this category, he has no business operating a farm, 

If you gentlemen will just go one step further and say that we must 
analyze these people and put ‘them in their proper categories, nothing 
could stop your ideas from succeeding. 

But if you do not do that 

Mr. Baxer. I will recommend you, Mr. Hill 

Mr. Hitt (continuing). If you do not take that into consideration, 
if you put me on a dairy farm, and I am a beet farmer, I am a sunken 
duck, or if you put me on a beet farm, when I am a wheat grower 
you have destroyed an opportunity for success. 

And the result of the loan is disaster, both to the farmer and to the 
community and to the Government. 

Mr. Baxer. Mr. Patman’s bill for that very reason calls for these 
decisions and this working with the folks to be done by that demo- 
cratically elected farmer county committee. 

Mr. Hu. This i is a 50- or 100-year program that Mr. Patman is 
talking about. It is something that I have read about some 40 years 
ago. 

I think you have made some progress, but we have not solved it in the 
pilot plants that we put in that bill. Mr. Poage knows about it, and 
this committee knows about it. They are the beginning of the pro- 
gram such as you mentioned but we emphasize loz ining ‘them money, 
supporting prices, and forget sometimes that the individual after all 
must come into it somewhere. 

Mr. Poage. The original Bankhead-Jones bill provides, and every 
amendment since that time has provided that there must be, at least 
as far as human intelligence is able to determine, some screening of 
these people and that it will not simply be by the expert representatives 
of the Department of Agriculture, although we require that, but 
there also must be the approval of a committee of their local citizens 
who are to pass upon their background both moral and experience, and 
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approval of that before they are eligible for any of these loans. So 
we have not overlooked that part, Mr. Hill. 

Mr. Hix. It has been overlooked, though. ; 

Let us say you do not overlook putting it in the bill. But I can give 
you illustrations in my own county where we stepped out and assisted 
the people. We thought in the old Farm Security Administration— 
I was on the first board—we helped a certain class and they did won- 
derful, but at the same time we did not have the machinery sufficiently 
set up to analyze those people well enough until, some of those folks 
we actually hurt, and today you are trying to collect the money for the 
farm seed we supplied to them. 

Mr. Poacr. There will always be errors. There will continue to be. 

Our present program minimizes those errors about as much as we 
could get. 

Mr. Jounson. I noticed especially in the farm committees in our 
country years back when I used to have occasion to be connected with 
it, I thought were pretty hardheaded farmers when it came to looking 
over a fellow for a loan. 

I imagine that varies from part to part, depending upon the care 
that is made in choosing the farm committee. 

Mr. McIntiee. I would like to ask you, Mr. Baker, in view of the 
fact that, at least in my recollection, all of the Farmers’ Home Admin- 
istration lending has been done with the guidance of the State eom- 
mittee and the county committees, what your thought is here on turn- 
ing this over to the ASC committees and not working through the 
established committees already within the framework of Farmers’ 
Home Administration. 

Mr. Baxer. As I understand Mr. Patman’s bill, it does not displace 
the Bankhead-Jones Farm Tenant Act committees which are not all 
farmers. They are more of a detached committee, that is, a loan 
review and appraisal review committee. 

Usually you have the local banker on that committee, Mr. Poage. 
You have one of the county’s outstanding farmers. They are ap- 
pointed committees, even the county committees. And the thought is 
where you are dealing or choosing between people and working with 
people to improve their status, without having to move out of the 
county and go to Detroit or somewhere—it was the thought that you 
would get more of the practical commonsense that Mr. Hill was talking 
about, if it is done by farmers elected by their neighbors, working in 
conjunction and in cooperation with the appointed county Farmers’ 
Home Administration Committee. 

Mr. Jounson. Who hasthe veto or has the final say-so in the county ? 

Mr. Baker. Under existing law and under any recommendations we 
would make the final say-so of the reviewing of Farmers Home Ad- 
ministration loans by the county committee and the State commit- 
tee set up under the Bankhead-Jones Act. 

Mr. Jounson. Would they be more advisory? 

Mr. Baxer. They are set up to perform not only an advisory func- 
tion but a discussion function, a factfinding function of what is the 
most promising avenues of economic progress in these so-called by- 
passed rural county communities. 

Mr. McIntiee. [ am very much interested in your statement here. 
It is very excellently prepared. And it keeps coming to mind that in 
the areas in which Mr. Patman’s bill is dealing—to which you have 
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been referring here—we are dealing very, very substantially with the 
personal problem. 

The inherent characteristics of these areas, the physical characteris- 
tics, have not been conducive to building them up as conspicuous agri- 
cultural counties. Much of it is the hysical factor involved, like 
distance to markets, roads and size of fie ds, soil type, and a lot of such 
things as are inherent in these counties with which you are dealing. 

Mr. Baxer. That is correct. 

Mr. McIntire. And in these counties it is more the capability of the 
person with which you are dealing, over and above any other one fac- 
tor, although there are a number of other factors. 

I have an area in my district which, agriculturally, has been going 
downhill for 100 years. And still one ‘of the outstanding Holstein 
breeders in the whole eastern part of the United States lives in that 
area, operates a dairy farm in that area. 

And surely he has ability above the average of his community. 

On the other hand, unless there is some of that elemental concept of 
ability related to some of these people, and you just cannot lend that to 
them, you then have the pretty difficult problem of lending into those 
areas just to lift those people up. 

Mr, Baxer. Let me say on the capability thing, Mr. McIntire, that 
the researches of Dr. Gale Johnson of the Univ versity of Chicago, I 
think demonstrate and prove without the slightest shadow of a doubt 
that the human capabilities of these people in eastern Tennessee or the 
hills of Arkansas or your part of Maine, or northern Minnesota and 
northern Wisconsin, when they have left those areas and gone to lowa 
to farm, or when they have left those areas and gone to Detroit or 
Cleveland or Cincinnati or Chicago, to take jobs in industry, after 2 or 
3 weeks of simple training they have not been able to find any difference 
between the kind of fellow that comes from the hills of Arkansas like 
I did, or somebody that comes from your part of Maine, like you did, 
or somebody that comes from a better land area where they have been 
accustomed to the higher income. 

We did not have quite as good an education possibly as these people 
that are more fortunate, but as far as inherent human capabilities are 
concerned, the average in these so-called bypassed areas, is just as 
high as it is anywhere else, according to his research. 

Mr. McIntime. Certainly it is. 

Mr. Baxer. Let me say, also, if there is anything to inherited char- 
acteristics they are a direct inheritance from the nobility of Victorian 
England and Elizabethan England and have got, as far as the genetic 
makeup i is concerned, just as good genes as anybody else in the United 
States. 

Mr. McIntire. Absolutely, but the point I am making is that you 
give him, like you would a craftsman, the tools, the env ironment, and 
the circumstances to work w ith, and it is assumed he has the ability. 
But you do not bring out that craftsmanship unless you give him the 
tools. 

Just as much a part of the tools in these counties, as might be credit, 
are the other physical characteristics of the county. And were you 
to take these people out of those areas, they would ofttimes become 
our finest citizens, but, unfortunately, the cireumstances around which 
they would be confined, were they to remain in the primary areas, 
would not provide a vehicle for bringing out their ability. 
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That is exactly where this Patman bill comes in, because it covers 
all of those points. 

Mr. MoIntire. Fundamentally, you are assuming that all you have 
to do is to build up the individual where he is; ait I am saying that 
in many of these counties there are not the tools to build up with. 
You do not have the land. 

Mr. Baxer. This bill attempts to provide a part of those tools. 

Mr. McIntire. A part? 

Mr. Baxer. On full-time and part-time farms the unit reorganiza- 
tion, better farm management, facilitated by the needed credit, either 
from local bankers, from established institutions, or from the Secre- 
tary of Agriculture. 

Then, it provides part- and full-time off-farm employment. That 
will be fetid out in cooperation with the Department of Labor. 

Section 7 provides vocational education and other services shall be 
provided in cooperation with the Secretary of Agriculture, the Secre- 
tary of Health, Education, and Welfare, to provide some of those 
tools that you are talking about. And about also provides for indus- 
trial dispersion through the Department of Commerce and the De- 
partment of Labor, gets some factories out there to some of these areas 
where there is underemployed farm manpower right now. 

The bill provides that under appropriate safeguards, so that that is 
not used to establish depressed areas in Massachusetts, to solve a farm 
problem in Arkansas. 

Mr. McIntire. I am certainly in accord with your objective here. 

Mr. Baxer. This bill does not have hard and fast criteria. It does 
not have hard and fast definitions of how these folks are supposed to 
doit. Itsays that we have got a rural poverty problem in the United 
States and the resources of the Federal Government in these ways are 
to be channelized, systematically, to eliminate that rural poverty. 

I know Mr. Hill is anxious for me to get on in my statement where 
T am talking specifically about his bill that he has before your subcom- 
mittee. 

Mr. Hix. I would like to finish up with our friend, Mr. McIntire, if 
he will let me. 

Mr. Poace. I do not want you to “finish” him up. [Laughter. ] 

Mr. Hut. To finish up that idea for which I have studied, and I 
think I have read as many books as I could possibly get hold of on 
rural rehabilitation, and Mr. Baker, the witness, touches on something 
that this committee should give more time to. 

Mr. Patman being my ranking member on the Small Business Com- 
mittee, I am also interested in how he does his work and who does it for 
him. So with the permission of the committee I would like to read 
about eight lines in his bill. 

If you will do that, I am sure this committee would be for it 100 
percent. 

Listen, as I read these 6 or 8 lines and you think how you are going 
to do this. 

Listen to what he says, it is absolutely as fine as ever stated. I ven- 
ture the statement, that he did not write it, either. 

Listen to this. It is really worth listening to. 


In exploring the most feasible and practical methods for increasing his pro- 
ductivity and income the applicant, with the assistance of the county farm com- 
mittee, will determine whether the cause of low income is due to physical handi- 
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caps of the family ; the lack of available credit to make needed shifts in farming 
methods and employment of labor resources of the family; the practice of ineffi- 
cient farming methods or practices ; the lack of practicable diversification in the 
farming operation ; lack of sufficient land; or lack of outside employment oppor- 
tunities to fully utilize the labor of the family in ways that enable it to earn an 
adequate return at least equal to the established national minimum wage. 


Let me just close that by saying this: If they would put that scale to 
work, nothing could stop the success of that program. 

Who is going to be the judge of my family, where my boys go and 
what they do, or which way my girls shall turn by way of education, 
using myself as a typical example. 

That is what I was speaking about when I said I would finish up 
Mr. McIntire’s idea as expressed. 

If we could really do what I have read we could get at the thing. 
Then these folks would have to move off of these farms. 

You were talking about Arkansas. I can tell you about eastern 
Kansas. You have the same thing that Arkansas has. The farm 
where I was raised, my father had 80 acres. He thought he was rich. 
Go back to those farms today and you could not pay your taxes, I 
do not care what crop you produced. No farmer could pay his taxes 
on 80 acres of land. 

Today the only farmer that is succeeding as a rule in that area where 
I was born and raised, is a farmer that is farming at least 320 acres, 
a half section. There is something that they are doing themselves. And 
you are eliminating some wonderful fine farm families because they 
cannot make a living because of the conditions that exist over which 
they have no power of control. 

Mr. Baker. My own experience in some of this Bankhead-Jones 
type of credit administration is that we found that oftentimes in- 
creasing the number of acres in the farm was not absolutely necessary ; 
in fact, it would be going in the wrong direction ; and maybe intensify- 
ing the farm operation on the acres that they had by adding a broiler 
operation which would get them on a higher income basis soundly, 
better than any additional acres. 

Certainly, it is true that additional acres help, too, in other cases. 

Mr. Huw. I think we should think more about how we are going 
to do this. 

Mr. Baxer. Recommended title V economic emergency refinancing 
loans : 

Nine of the bills before your subcommittee, including H. R. 8686 
by Mr. Hope, provide for a new title V to be added to the Bankhead- 
Jones Farm Tenant Act. 

We concur in the need for the new title to provide a specific program 
of constructive rehabilitation credit to farmers, ranchers, and farm- 
related small businesses in rural areas who are heavily indebted as the 
result of the farm depression that is no fault of their own. 

The recommendations we have to make differ somewhat from Mr. 
Hope’s and similar bills, but seek to solve the same general problem. 

Addressing my remarks to Mr. Hope’s bill (H. R. 8686), we recom- 
mend adding “rural small business” to the list of those eligible for 
these loans for reasons I discussed rather fully with your subcommittee 
on last Thursday. We otherwise approve the provisions of section 
60 (a). 

We approve the provisions of subsections 60 (b) and (c) with ap- 
propriate changes to make it apply to rural smal) businesses. 
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Emphasis should be placed on the constructive side of these loans. 
They should provide for a great deal more, as I pointed out last Thurs- 
day, than just a bailing- out operation. They should provide for giv- 
ing the owner and operator a solid chance to work his way out of his 
current difficulty on a sound management basis. 

We note that Mr. Hope’s bill does not place a limitation on the size 
of an individual loan. We approve this and urge that if such a limi- 
tation is placed on the size of such loans that it be not less than $50,000 
for farmers and ranchers and not less than $250,000 for small busi- 
nesses, nor less than $1 million for grazing, irrigation, and drainage 
associations. 

We also note that Mr. Hope’s bill makes no provision for a maximum 
chargeable rate of interest. We urge that such a maximum be added 
to the bill at 3 percent ni annum. 

Mr. Hope’s bill, subsection 61 (c) calls for a 1-percent insurance 
charge. We recommend that this be eliminated. 

We urge that the Secretary be authorized to purchase insured loans 
under this title without time limit or other requirement. The Secretary 
should, also, be authorized to purchase similar loans to those which may 
have been previously made by a private lender but not insured under 
this title. These authorizations are not included in the Hope bill. 

Borrowers under this proposed title should be required to repay their 
loans in accordance with provisions of section 44 (c) of the Bankhead- 
Jones Farm Tenant Act when they are in such financial condition as 
to be able to obtain needed credit from a responsible private source. 
This provision is not included in the Hope bill. 

With these changes we hope you will include in your bill an amend- 
ment to the Bankhead-Jones Act, providing a new title V along the 
lines of H. R. 8686 changed in the ways I have just suggested. 

Recommended amendments to title I (farm-ownership loans) of 
Bankhead-Jones Act, as amended : 

Turn to page 11 of the compilation. I invite your attention to H. R. 
9843 introduced by Mr. Hill. He has asked me to address our sugges- 
tions to the provisions of his bill. 

This I am glad to do in courtesy to his interest in this vitally import- 
ant subject, and the hard work he has done in bringing this bill to life. 

I hope that he will not take my suggested changes in his bill as 
personal criticism and I know he won't. I know that Mr. Hill has had 
to make many compromises along the way in order to obtain approval 
of his bill by Secretary Benson and the Budget Bureau. 

But I am not limited in my consideration ‘of what farmers need in the 

way of credit by the forces Mr. Hill has had to work with. Therefore, 
I shall be perfectly frank, as Mr. Hill has asked me to be, in making 
to you our suggested improvements in H. R. 9843. 

I work dir ectly with the farm families who hope to have their eco- 
nomic opportunities somewhat improved by the better farm credit 
system that will result from your subcommittee deliberations. 

My suggestions were framed by our farm credit commission working 
party within the framework of the National Farmers Union program. 

We did not have to clear our proposals through the White House, 
Secretary Benson, and the Budget Bureau as Mr. “Hill felt constrained 
todo. I donot, therefore, wish to appear to be critical; I know that Mr. 
Hill seeks suggestions for improving the bill. And that is why, at his 

request, I am directing my remarks to his bill, H. R. 9843. 
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Mr. Hitz. Let me ask a question there. I would not go along by 
saying that every suggestion you made improved the bill. But I still 
insist that everyone has a sight to offer amendments to any bill. 

Mr. Baker. Indeed. 

Mr. Hitz. You have your privilege. 

Mr. Baxer. We approve subsection 1 (a). 

We approve subsection 1 (b). 

We approve subsection 1 (c) with the following changes : The county 
committee and not the Secretary should make the determination. 

Mr. Hitz. That is on page what? 

Mr. Baker. Page2. It says: 

No loan shall be made, or mortgage insured, unless the farm is a family-type 
unit of such size as the Secretary determines to be sufficient to carry 

Mr. Hitz. You just change that to the local ? 

Mr. Baxer. Change the “Secretary” to the “county committee”; 
yes, sir. 

We disapprove subsection 1 (d) of Mr. Hill’s bill (H. R. 9843) which 
would allow the raising of interest rates above the 5 percent maximum 
permitted by existing law. 

Mr. Hu. It says not exceeding the rate of 5 percent per annum. 
That is what my bill says. They could not go above 5. 

Mr. Baxsr. Where? 

Mr. Poser. Line 5. 

Mr. Hix. They could not go above the 5. That is the question I 
asked. That is in line 9. 

Mr. Baxer. Line 9 on which page? 

Mr. Hinz. Page 3. So whoever wrote that did not read the bill. 

Mr. Baxer. No; this strikes out those words, Mr. Hill—your bill 
strikes out the 5 percent. 

Mr. Hix. No, no. 

Mr. Baker. Yes, sir. 

Mr. MoInrire. Strikes out the present rate? 

Mr. Baker (reading) : 





And by striking the words ‘(but not exceeding the rate of 5 percent per annum).” 


Mr. MoInrire. I read it wrong. 

Mr. Poaer. It does. 

Mr. Baker. Yours strikes out the 5 percent and substitutes the 
word “reasonable” which could be 12 or 15 percent in some people’s 
mind. : 

Mr. Hint. I remember arguing that point with the Department, I 
mean the Home Loan. 

Mr. Baxer. That is why I know that vou do not believe in it being 
15 percent. 

Mr. Hitt. Their argument, of course, was in some places they would 
want it to be lower than the regular rates and in other places wanted it 
a little higher. That was their argument for putting it in. 

Mr. MoInrtire. This is not the rate of interest charged by the 
Farmers’ Home Administration ? 

Mr. Hix. No. 

Mr. Baker. But this is the maximum. And if you eliminate the 5 
percent, then you allow it to be anywhere up to anything according to 
what somebody might decide reasonable in their frame of reference. 
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Mr. McIntirg. I may be entirely out of order here but I have been 
laboring under the impression that this provision of the bill applied 
to that area whereby the Farmers’ Home Administration could urge 
their customers to get credit elsewhere. And the rae provision of 
the bill says that they must be able to get their other credit for 5 per- 
cent. 

Mr. Baxer. Mr. McIntire, you have been misinformed then on that 
subject. 

Mr. McIntire. I may not be referring to the appropriate section. 

Mr. Baxer. This refers to section 2 (b) of title 1 of the Bankhead- 
Jones Farm Tenant Act. 

Mr. Hitt. That is page 3. 

Mr. McIntire. In your compilation, what page? 

Mr. Baker. It is on page 12. 

Mr. Hix. But keep in mind, on page 2 you are talking about an 
insured loan. This is not the regular loan, that the Farmers’ Home 
Administration makes direct. 

Mr. Baxer. We are talking about where your bill strikes out the 
maximum interest rate of 5 percent, in section 2 (b) of the Bankhead- 
Jones Farm Tenant Act, title I. 

Mr. Hitt. But only applies to an insured loan. 

Mr. Baxer. This does not apply just to the insured loan. This 
applies to all of them. 

Mr. Hix. That is what it says. 

Mr. McIntme. Mr. Chairman, and Mr. Baker, in reading down 
here, though, under this 2 (b) on page 12 of the compilation, it says: 

Is not available to him at rates and terms prevailing in the community in or 
near which the applicant resides for loans of similar size and character—at not 
exceeding the rate of 5 percent. 

Mr. Baxer. That is correct. 

Mr. McIntire. What this provision I have thought, anyway, meant, 
was that if this particular applicant or borrower could obtain credit 
in his local community 

Mr. Baxer. At 8 percent. 

Mr. McIntime. At reasonable rates, then they could “graduate” him, 
so to speak. 

Mr. Baxer. Well now, we think that limitation ought not to be 
removed, this 5-percent limitation. 

Mr. McIntire. In other words, if he can get it for. 5 percent, the 
Farmers’ Home Administration should continue. 

Mr. Jounson. If he had to pay six? 

Mr. Baxer. That is correct.. If you open this thing up and use 
the vague word like “reasonable” you have them right over the 
barrel, Mr. Johnson. Anything can be determined “reasonable,” in 
a different frame of reference. 

My idea of “reasonable” would be different from somebody else’s. 

Mr. Hix. We could take care of that in a report very easily, though, 
as to what “reasonable” is, not over 1 percent. 

Mr. Baxerr. We have not recommended that you go that low. We 
have suggested three as being reasonable. 

Mr. McIntire. He means | percent differential. 

Mr. Hux. Yes; 1 percent differential. 

Mr. Baxer. Instead we urge that the maximum be reduced from 5 
percent per annum to 3 percent. We approve using “normal market 
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value” for purposes of certification required by the provisos in this 
section. 

We approve section 1 (e) of H. R. 9843, which eliminates the average 
per farm value as reported by the Census as the maximum size of farm 
ownership loan in each county. 

What we have called the Tarver amendment, a former member of the 
House Appropriations Committee. That is what we have called it for 

ears. 
3 We, also, recommend, but this is not included in Mr. Hill’s bill, that 
subsection 3 (a) be further amended to cut maximum interest rate 
on these real estate loans from 5 to 3 percent. 

You do not have any maximum interest rate at all here, I believe, 
Mr. Hill. 

Mr. Hirt. No. 

Mr. Baker, You have eliminated the 5 percent. We would urge 
cutting the 5 percent to 3 percent. 

Mr. Hill’s bill suggests no increase in funds for farm ownership 
loan program in section 5. We urge that the authorized appropriation 
for this type of loan be raised from $50 million per year to $150 
million per year. 

Mr. Hill suggests no increase in mortgage insurance funds in section 
11. We urge that it be raised to $50 million. 

We approve subsection 1 (f) in Mr. Hill’s bill. 

We urge that subsection 12 (c) of title I of the Bankhead-Jones 
Farm Tenant Act, as amended, be amended as follows: 

1. Reduce interest payable to insured lenders from 4 to 3 percent. 
This is not provided in the Hill bill. 

2. Eliminate the 90-percent certification of value and provide for 
certification by the county committee of the full fair and reasonable 
value of the farm. This is provided in the Hill bill, subsection 1 (g). 

We, also, urge the elimination of the requirements in subsection 12 
(d) and (e) of the act that the borrower be required to pay certain 
fees and insurance charges to be deducted from the loan proceeds. 
This is not included in the Hill bill. 

We approve the provisions of subsections 1 (i) and (j) of the Hill 
bill (pp. 4 and 5). However, we see no reason for putting a June 30, 
1959, time limit on the proposed section 17 real estate debt refinancing 
loans. 

We would not necessarily object to it. 

Mr. Hut. I should strike that myself. 


RECOMMENDED AMENDMENTS TO TITLE IT (OPERATING LOANS) OF 
BANKHEAD-JONES FARM TENANT ACT 


Mr. Baxer. Again I address my remarks to Mr. Hill’s bill (H. R. 
9843) as he has requested. Title II as now written provides authority 
to the Secretary of Agriculture to make farm operating loans to 
farmers and stockmen unable to obtain such loans from private sources. 
(See pp. 19a and 20 of compilation.) 

We approve the language and provisions of section 2 of H. R. 9843 
with icetan changes: 

1. In line 9, page 6, increase proposed limitation on size of initial 
loan from existing limit of $7,000 to $25,000, instead of the $10,000 and 
$20,000 in the Hill bill. 
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Mr. Hill would raise the maximum size of the initial loan to $10,000, 
except that 10 percent of the appropriation each year could be used 
to make initial loans up to $20,000. 

We are suggesting that we just make a straight flat $25,000 on the 
size of the initial loan. 

2. In line 14, page 6, increase limitation on total indebtedness from 
existing $10,000 to $40,000 instead of to only $20,000 as provided in the 
Hill bill. 

The purpose, as we have discussed previously, is that there are a 
lot of good, sound, solid farmer citizens, ordinarily very adequate 
family farms, who need Bankhead-Jones type of assistance now and 
then, or may need it. And there are quite a number that do need it 
because of the fall in farm incomes and farm prices. 

If the size of loan is so small that in effect they are required to take 
a pauper’s oath before they are eligible to get one of them, you have 
told the man that he has to disestablish a going, adequate family farm 
before he can get eligible to get credit. 

We approve Mr. Hill’s efforts to raise that limitation. And we 
think it should be somewhat further raised in the bill that your sub- 
committee drafts. 

3. A maximum interest of 3 percent per annum should be specified 
in subsection 21 (c) for these loans, 

Mr. Hill’s bill does not provide for maximum interest rates. 

They could be set by the discretion of the Secretary of Agriculture. 

We disapprove subsections 2 (c) and (d) of H. R. 9843 fline 15 ff., 
p. 6). The 7-year limitation should be eliminated. The 3-year mora- 
torium, provided in subsection (d) of Mr. Hill’s bill, raising repay- 
ment period to 10 years is preferable to the 7 years in existing law. 

But we like Mr. Dixon’s 11-year limitation and Mr. Magnuson’s 12 
years even better. We recommend eliminating the time limit entirely 
and leave it to the discretion of the county committee and the Secre- 
tary of Agriculture as to when these cases become sour enough that 
they ought to be cut up. 

If this cannot be done, we certainly support the moratorium on 
FHA dispossessions recommended by Congressman Metcalf and in- 
cluded in the Hill bill. Even a three-year moratorium would give 
some fine promising young farmers a chance to get over the ill effects 
of the farm depression. 


RECOM MENDED AMENDMENTS TO TITLE IV 


We disapprove subsection 303 (a) of H. R. 9843; the existing pro- 
cedures, it appears to us, have worked fairly well. We see no reason 
at this time for changing them, except possibly to increase the mini- 
mum to a figure that would be administratively more economical to 
the Government. 

Those minimums have to do with existing law of the $10 minimum 
which can be written off without any further ado. Instead of $10 
it ought to be $15 and save the Government money, if you did it. These 
are administrative matters. 

We have no objection to subsection 303 (b) in Mr. Hill’s bill. 

We are opposed to striking out the words “as family-size farms” 
as provided in subsection 2 (c) in H. R. 9843. 
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We are opposed to subsection 303 (d) in H. R. 9843, as proposed by 
Mr. Hill. His bill would eliminate the 5-percent maximum interest 
rate. We recommend reducing the maximum to 3 percent per annum. 

These interest rates are mentioned in various parts of the bill. 

We do not understand the implications of the amendment of section 
51 as provided in subsection 2 (c) of H. R. 9843. We shall, therefore, 
withhold judgment. 

I do not know what that language means and I do not know how 
that would change, how the program would operate. We will study 
it some more and try to find out. 

Mr. Chairman, I thank the subcommittee for its interest and pa- 
tience in the long and detailed statement I have made. As I said last 
Thursday, you are dealing with a vitally important problem. Many 
good, ordinarily fully adequate, family farmers are finding themselves 
unable or against severe handicaps in obtaining an adequate line 
of credit to put in this year’s crops. 

Let me say again, more nearly adequate supplies of credit on rea- 
sonable terms will no more fully solve the human problems of low 
farm income than will a mortgage moratorium. 

But these will help tide a lot of good farm people over and allow 
them to stay on their farms in hope and faith that sooner or later the 
Administration will work with Congress to improve farm income 
and raise it above the deplorably low level to which it is expected to 
fall in 1956. 

On the heels of the growing farm depression is a mounting farm 
credit crisis. This affects small business and labor and community 
services and clerks and professional people in rural areas, as well as 
farmers. 

The needs of the times call for another large progressive surge 
forward to further improve in significant ways the basic national farm 
credit policy and institutions. We interpret the introduction of the 
28 bills before your subcommittee as tangible demonstration of this. 

We respectfully urge your subcommittee to draft a new comprehen- 
sive yardstick farm credit bill combining the provisions of the Patman 
bill (H. R. 4800), the good features of the 28 bills before you, and 
the amendments we have recommended. 

May I say in closing, it is always a pleasure to appear before and 
work with the House Committee on Agriculture and its subcommittee. 
We have full faith that you will draft the very best possible yardstick 
farm credit bill that you think you can get through the Rules Com- 
mittee and adopted by the House. We shall do all we can to assist 

ou. 
Y Thank you again for your interest, cooperation, and courtesy. I 
know that many of you have taken time from other pressing duties 
to hear our suggestions at great length. We appreciate that. May 
I also feel and Sam that our suggestions will a helpful to you in 
your deliberations. 

For the record, it should be stated, as I have said to many of you 
personally in the past 4 months, the continued drop in farm income 
in 1956 certainly cannot be charged against the House Committee on 
Agriculture or its leaders. We particularly commend the members 
of the committee who gave up their Easter recess to serve so ably 
as House managers in the conference on H. R. 12, the 1956 farm in- 
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come improvement bill, which would have added at least $3 billion to 
farm income in 1956 if it had not been vetoed. 

Mr. Poacr. We thank you very much, Mr. Baker. We think you 
have been helpful to us. I think that you have opened a great deal 
of thought. Fon may have delayed a decision on this bill, because 
we could not proceed to write a bill overnight. 

You have shown us there is more involved in it than just picking 
something out. I do not know how long it will take us to write a 
bill but we are grateful to you for having presented these things to us. 

I think this closes all of the testimony. If there is nobody else 
that wants to be heard, and the Chair not hearing anybody else who 
wants to be heard, we will close. 

Mr. Jounson. I move that we adjourn to the call of the chairman. 

Mr. Hitz. I would like to add that we have an executive committee 
meeting to talk this matter over. 

Mr. Poace. That is what I am talking about. We will stand ad- 
journed, subject to the call of the chairman. 

(Whereupon, at 12:15 p. m., the committee adjouned, subject to 
the call of the Chair.) 


x 








